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NATIONAL ECONOMIC POLICY 


ECONOMIC JOURNAL CLARIFIES THE ESSENCE OF OVERALL QUALITY CONTROL 
HKO21258 Beijing JINGJI GUANLI in Chinese No 8, 20 Aug 79 pp 2-5 HK 


[Article by JINGJI GUANLI commentator: "Correctly Study and Popularize 
the Experiences in Overall Quality Control"] 


[Text] The improvement of goods quality is currently an important task on 
the industrial front. Since last year, enterprises of some industrial 
departments have been straightening out their enterprise management by 
concentrating on improvement of goods quality. On the basis of summarizing 
their own experience, these enterprises have attained marked results in 
studying and popularizing foreign experiences of overall quality control. 
This is an encouraging step forward in improving the level of our enter- 
prise management. 


At present, many enterprises are beginning to study and popularize ex- 
periences of overall quality control. However, as with any new born 
thing, overall quality control will inevitably meet obstruction from 
various quarters in the process of its emergence and development. Some 
rather conservative comrades are used to their old style of work. They 
always stick to their old ways and are too complacent. That is why they 
always lack enthusiasm to study and popularize these advance experiences 
and adopt an apprehensive wait and see attitude or even become intolerant 


™ to it. There are still other comrades who are content with superficial 

, understanding in studying and popularizing overall quality control and 
are inclined to simply copy experiences in a mechanical way. 
Judging from the situation of study and popularization of overall quality 
control experiences by certain enterprises, it is our opinion that there 
are several questions worthy of our attention. 
First, there should be a correct understanding of the content and primary 
objective of overall quality control. 

9 To study and popularize a good experience, we must first of all have a 


correct and complete understanding of it. We must clarify its basic 
concepts and its essential spirit. 











What is overall quality control then? What is its primary objective? At 
present, many enterprises are influenced by simple and one-sided publicity 
and introduction, and think overall! qvality control is simply the utiliza- 
ifon of statistical methods and the analysis and control of waste products. 
Thus pronotion offices have been set up to concentrate all efforts in the 
study and utilization of statistical methods. Some enterprises pay no 
attention to the special features of their production and mechanically 
copy others by putting up charts to estimate the capacities of working 
processes. They think this is what overall quality control is all about. 


Overall quality control is a product of the historical development of quality 
control abroad. The concept of overall quality control was first proposed 

in the United States. Quality control in the United States has roughly 

gone through three historical stages: In the 1930's, quality control was 
confined to the examination of products and semi-finished products after 
they had been produced. In the 1940's, the use of statistical methods to 
analyze and control waste products emerged. This gave rise to the concept 
of “defects prevention.” Such measures brought large profits to capitalists, 
and statistical methods thus became the order of the day. There was a mis- 
conception that quality control meant the use of statistical methods. By 
the late 1950's, capitalist competition demanded that enterprises improve 
the quality of their products continually according to consumer and market 
demand. The competition for the commodity market also prompted the rapid 
renewal of products and improvement of consumer services. Therefore, the 
new concept of overall quality control entails that we must establish 
quality control right from the very first step to the end. That is, 

starting from the investigation of utility and market forecast, then from 
the process of product design to the process of production, and right into 
the process of marketing. 


Thus it can be seen that overall quality control is a new stage in the 
development of quality control abroad. Of course, it includes the use of 
Statistical methods; but it does not mean that overall quality control is 
the use of statistical methods. The use of statistical methods for 
analysis and the prevention of waste and defective products is a matter 
of improving the quality of work. It is a very important precondition 
for guaranteeing the quality of products. To improve the quality of 

work without changing the quality standard of goods means the reduction 
of losses caused by waste. This will bring extensive economic results. 
However, the aim of overall quality control is one step further. It 

no longer focuses on the quality of work. Instead, it aims at improving 
the quality of products and strives to break through the old quality 
standard according to consumer demands. Its final goal is the creation 
of new and better products to satisfy consumer demand. 





[HKO21306] If we try to summarize the above-mentioned development process, 
it can be said that there have been two transformations in quality control. 
Or, to put it in another word, two leaps: that is, from examination 

after production to the emphasis of prevention; then from improvement of 
the quality of work to the emphasis of improving the quality of products. 








If we confine our understandirg of overall quality control to the use of 
mathematical statistacs, then we not only fail to grasp its real meaning 
but are actually repeating misconceptions and deviations which had been 
rectified by others before. 


Due to the disruption and sabotage of Lin Biao and the "gang of four," the 
quality of products of many of our enterprises has been falling and losses 
caused by waste products are very serious. Some enterprises are even 
trying to pass substandard products as standard. Therefore, in most 
enterprises, during the initial stage of rectifying the quality of products, 
it is paramount to concentrate all efforts in solving the problem of waste 
and defective products. The aim is tc hold firm the standard of quality 

so that no substandard products can leave the factory. However, if the 
above-mentioned problem has been basically resolved through rectification, 
the question of how to continuously improve the quality of products 
according to the needs of consumers will come to the fore. Judging from 
the perspective of present and future tasks, this step is for the realiza- 
tion of the four modernizations, for the reform of the economic system in 
the future, and for the demand of expanding the adjustment effects of the 
market. That is why we must correctly study and popularize the experiences 
of overall quality control. We should not only undertake the transformation 
from examination after production to prevention; but should also undertake 
the transformation from emphasizing the quality of work and reduction of 
losses caused by waste products to improving the quality of the products 

and the quality of services. This is transformation of a higher level. 


In order to improve the quality of the products, we must carry out overall 
quality ccatrol all through the processes of design, preparation, manu- 
facturing, marketing and services. Thus we should not just study and 
popularize statistical methods; it is more important for us to establish 
and perfect our overall quality control system in the factory. We must 
put emphasis on the whole series of quality work such as consumer utility, 
market demand, the investigation and research of national and international 
technological information and the strengthening of scientific research, 
design, experimentation and trial-production, We must strive for the 
speedy improvement of the backwardness of quality of our goods so as to 
improve the competiLility of our goods in the national and international 
aarkets. 


Second, we should have a correct attitude towards learning advanced 
experiences from abroad, 


We must admit that, generally speaking, our technuviogy and management are 
relatively backward compared with advanced world levels. An important 
measure to speed up the realization of the four modernizations is to 
seriously learn from foreign experiences and introduce advanced foreign 
technology and management methods, The kind of parochial arrogance, 
hilvebound and blind exclusionist thinking spread by the "gang of four" 
cust be thoroughly purged, But, on the other hand, we must also have a 
correct attitude towards learning advanced experiences from abroad, We 





must avoid that kind of indiscriminate, umanalytical inclination which 
copies everything from abroad and blindly worships everything foreign. 


Hoth the use of statistical methods to analyze and control waste products 
and the undertaking of overall quality control from production to marketing 
are beneficial foreign experiences. We say they are beneficial because 
they are scientific and accord with the objective demands of economic 
development. We want to learn these experiences because they are equally 
applicable to socialist enterprises and are beneficial to improving our 
managment level. However, even with very good experiences from abroad, 

we must pay attention to the following principles in learning and using 
such experiences: 


1. Foreign experiences should be learned analytically and discriminately. 
There should be no simple overall borrowing. 


Foreign experiences have their merits and demerits. There are useful parts 
and also formalistic and practically insignificant parts in these ex- 
periences. Therefore, we must, through analysis, select those things 
which have practical significance and study and use them conscientiously. 
Some enterprises advocate so-called “overall acceptance” without any 
analysis. After seeing the factory director of a certain foreign factory 
wearing an arm-badge, they follow suit immediately. Even the color of 

the arm-badge is identical to the foreign one, What is the point of this 
kind of formalistic copying? [HKO21312] It is alleged that some enterprises 
propose to extend “overall quality control” to the area of ideological 
work. The method is: even ideological work has to adopt the "PDCA cycle" 
and to be analyzed with the "Fish Bone Chart" (a kind of chart used 

for analyzing the cause of waste products). How preposterous is this kind 
of far-fetched practice! It is only natural that this kind of indis- 
criminate copying has been rejected by the mass of workers, 











2. Studying foreign experience must be coordinated with summing up our 
own experience. There is no need to introduce from abroad experiences 
we already have which in some cases are even more superior than those 
abroad. 


Generally speaking, we are relatively backward in our management. But 
that does not mean that we have no superior experiences, On the contrary, 
we have many experiences which are possible only in a socialist system, 
For instance, the activities of “guaranteeing quality" created by our 
mass of workers express their sense of responsibility as the masters of 
the new society. This kind of conscious activities is impossible in a 
capitalist enterprise in which labor and capital are in an antagonistic 
position. After learning from our experience of mass management, Japan 
initiatédd the so-called "QC groups" by relying on rewards. (These are 
groups relying on the workers to study the problem of quality.) While 

we already have superior methods such as the three in one crack force 
group, why should we still follow others and initiate th so-called 

"QC group?" Why do we not bring our own strong points into full play? 

It is even more impermissible for some enterprises to relax the organiza- 
tion and further development of activities for "guaranteeing quality” 
merely for the sake of learning overall quality control. 
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s. The studying of forcign experiences should be closely coordinated with 
our actual situation so that such a process cen be realistic and flexible. 


In any superior experience, the essence of its spirit is applicable for 

a wide range of areas while its concrete implementation is applicable only 
under given conditions. Therefore, in the process of studying a foreign 
experience, we should stress the importance of grasping the essence of its 
spirit and fundamental principles, and apply these to our actual practice. 
Every enterprise has its own special factors in production. There are 
great differences in their concrete situations and we should not simply 
copy any single method. For example, applying statistical methods fer 
examining products by random sampling is applicable to mass production: 
whereas, it is inapplicable to small-scale production. As another example, 
the estimation of the capacity of production processes is most applicable 
for mechanized processing production processes. However, it is not cer- 
tain whether it is good for other types of production or production 
processes. The so-called “seven methods” now prevailing (seven statistical 
methods) are not applicable for all trades, types of production ard produc- 
tion processes. Certain departments and enterprises do not seek to gain 
thorough understanding or analysis but indiscriminately copy from others. 
The result is wasting a lot of effort without achieving anything. This 
has become mere formalisn, 


4. We must insist on the principle of “first study, second apply, third 
improve, fourth innovate” in studying foreign experiences. Studying 
should be coordinated with innovation. 


In studying really superior experiences from abroad, we must do it con- 
scientiously and aim at application. But under this premise, we must 
adopt an analytical and critical attitude so as to discriminate the 
genuine from the fake, and the refined from the unrefined, We should 

have the courage to transform and develop these experiences and coordinate 
study and innovation. 


At present, in studying foreign experiences on quality control, many enter- 
prises are adopting the so-called "“PDCA cycle” indiscriminately. At first 
glance, it is rather abstruse and looks like « new invention. But actually 
it is rather simple: P represents plan, D represents the date of execution 
for such a plan, C represents the examination of such results and A repre- 
sents measures for improvement. It means that the inprovement of all work 
has to follow such a cycle. Every cycle means one step forward. In 

actual fact, this kind of cycle is the necessary * »cedure for any kind 

of planning job. If we failed in the past to impiement or inadequately 
implement these procedures (for example, setting aside the plans without 
implementing them), it is not because we did rot know this principle but 
because we did not pay enough attention to it. By itself, this “cycle” 
contains nothing new. Furthermore, if we summarize it as a procedure of 
work improvement, is this cycle absolutely rational? That is open to 














question. [HKO21317] The masses of certain enterprises have proposed: 

the process of “practice - knowledge - further practice -further knowledge” 
is the infinite cycle of the Marxist theory of knowledge. Why can ve not 
apply the same principle to the establishment of procedures fo: «~k 
improvement? They have proposed to use the five-step process 0: «Ctudy 
and investigation - formulation of plans -implementation of plans - 
examination and summary - formulation of new plans” te replace “PDCA.” 
Some working masses even se the five-point star to express this five- 
step cycle symbolically. It is our belief that this kind of thinking 

and practice of the ma ses is the correct attitude to coordinating study 
wivh innovation. However, some enterprises do not positively support this 
kind of innovation but use every means to explain how "PDCA" conforms 

to the Marxist theory of knowledge. It looks as though only indiscrimin«<« 
copying of this “PDCA” is the implementation of overall quality control. 

Is this not strange? 


Third, overall quality control cannot totally replace enterprise management . 


The party center has put forward the principle of readiustment, restructur- 
ime, rectification wd improvement. The continual rectification of ent#r- 
prises is an importsnt content of this principle. The present rectification 
of enterprises, in the majority of enterprises, is primarily rectifying 
enterprise managemert to improve the level of management. Enter ,>‘ se 
management involves quite a number of things. The key link ‘~ be grasped 
in enterpriece management should be determined by the concrete situations 
of the enterprises. The various types of management work in enterprises 
are inter-connected. The grasping of one link requires the coordination 
of others. In other words, by using one link as the focus, as long as we 
do not isolate it, we will inevitably activate the improvement of all the 
other links. Overall quality control is the management of the whole 
production process fron designing to production, and marketing. This is 
rather comprehensive ani involves all the departments of the factory. It 
also requires the participation of every worker, Therefore, it can be 
regarded as management by the whole factory and the whole working force. 
To carry out overall quality control, we must be able to promote the 
improvement of various areas of management in the ente/prises, However, 
even so, all the management work of enterprises still cannot be replaced 
by overall quality control. This is because ove~all quality control only 
aims at improving the quality of products. Of course, the improvement 

of product quality is an urgent task at present and will be of paramount 
importance in the future, However, the improvement of product quality 

is not all that there is to enterprise management, Under the premise 

of insuring and improving the quality of products, we still have to 
strengthen economic accounting and improve economic effects, We still 
have to establish and amplify a planning management focusing on the 
planning of production and marketing. These are also important links in 
enterprise management. Some enterprises only emphasize the adoption of 
overall quality control, The importance of overall quality control is 
boasted to the extent of being the indispensable element in the improvement 
of all enterprise management work, This is also a one-sided viewpoint. 
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The sevond national “quality month” is coming soon. In the activities of 


the “quality month,” we sincerely hope that every enterprise will weed 
through the old to bring forth the new through the process of correctly 
studying and popularizing everall quality control. It is hoped that they 
will coordinate study and creation and conscientiously contribute to the 
creation of C*inese socialist modernized enterprise management. 


cso: 4006 








NATLONAL ECONOMIC POLICY 


ECONOMIC JOURNAL DISCUSSES ROLE OF EXISTING ENTERPRISES 
HKO21351 Beijing JINGJI GUANLI in Chinese No 8, 25 Aug 79 pp 6-8 HK 


[Article by Gong Xiaoji [1362 2556 7162]: "On the Role of Existing 
Enterprises as Bases in Modernization] 


[Text] Comrade Hua Guofeng pointed out in the “Report on the Work of the 
Government" at the Second Session of the Fifth National People's Congress 
that “to realize the four modernizations, we must build a number of neces- 
sary new enterprises, but we must rely mainly on tapping the potentials, 
innovation and improvement in the la~ge number of existing enterprises 

so that they can gradually approach or attain the level of modernization. 
We mus¢ not waver on this point." 


This important instruction of Comrade Hua Guofeng's has put forth to us an 
important question of theory and practice, which is, how to correctly 
recognize the role of existing enterprises in modernization construction. 


What is worth attention is that on the way to realizing modernization, many 
comrades think only of establishing new enterprises and have forgotten the 
existing enterprises, and in particular the old enterprises. They think 
that the main force for realizing the four modernizations consists only of 
the large number of new enterprises to be built which import foreign 
technology. The existing enterprises, and in particular those old enter- 
prises with outdated equipment and backward technology are considered 
insignificant and are even wittingly or unwittingly regarded as “bean curd 
with a string running through"--things that cannot be held up and can only 
await the fate of elimination. This oneesided view is detrimental to the 
realization of modernization. 


Undoubtedly industrial modernization means attaining modernization in the 
entire industrial department and i.dustrial system, It does not include 
only the building of modernized new enterprises, but also the modernization 
of existing enterprises. If attention is paid only to building new 
enterprises without improving existing enterprises, the majority of the 
enterprises will remain in the condition of backward technology, How is 
the entire industry to be modernized? 








The question lies not only in this. "Tall buildings rise from level 
ground.” The existing enterprises are the foundation. In the final 
analysis, modern, new enterprises must be established with the existing 
enterprises as the foundation. There are no chickens without hens, This 
is an obvious principle, Sut this principle is often neglected by some 
people. 


What is the role played by the existing enterprises in modernized con- 
struction? It can at least be summarized below: 


/First, the existing enterprises are the bases for developing production, 
increasing supply and meeting the needs of society./ To realize the four 
modernizations, it is necessary to ultimately increase the productive 
forces in society, to produce more and better products so as to meet the 
needs of the society and the people. The building of a number o: 

modern and highly efficient new enterprises is undovhtedly an important 
aspect in increasing the production capacity, but the existing enter- 
prises are still the main force for meeting the needs of society. Moreover, 
the existing enterprises can double their production capacity after slight 
transformation. This is often more economical and produces faster results 
than building a new enterprise with the same capacity. According to the 
relevant materials, the investment needed for technical transformation of 
the existing enterprises is generally only approximately one-third of the 
investment for building new enterprises of an equal scale. The time needed 
can also be halved. 


In the period of the first 5-year plan in our country, although the indus- 
trial foundation at that time was very weak and there were many gaps, the 
country still paid great attention to developing the role of the existing 
enterprises. The investment used by the country in rebuilding and expand- 
ing the old enterprises is approximately half the total investment and 
plays a tremendous role in accelerating the development of the national 
economy. For example, in the 25 years from liberation to 1973, the No l 
Industry System in Tianjin Municipality increased its gross industrial 
output value by 16 times, and 90 percent of the increase in output value 
is attributed to the transformation of existing enterprises. The invest- 
ment was only 75 percent of the total investment. It can be seen that 

a reliable path to increase the productive capacity is to rely on the 
improvement of existing enterprises. 


Today, we have more than 300,000 industrial enterprises and have formed a 
relatively we'l-integrated industrial system, Th‘s is the important 
material and technological foundation for us to carry out modernization 
construction. We are sure to rapidly attain even greater results in 
developing production and increasing supplies through close reliance on 
these enterprises and full development of their role, 


/Second, the existing enterprises are the strong material foundation for 
building new enterprises./ The four modernizations cannot be realized 
through mere improvement of the old enterprises. We must build a number 
of new enterprises in a planned way from now on to ensure the inclusion 
of all the categories and a reasonable layout in the national economy, and 
to make up for the production of goods in short supply and adopt the 
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newest techniques. But large capital is needed to build these new enter- 
prises, and the new enterprises must be provided with the necessary 
technical equipment and construction materials. Where do all these things 
come from? These are mainly supplied by the existing enterprises. Just 
as Marx said, “The greater the production capital (including the labor 
force incorporated into the production capital, for example, the creator 
of surplus products) which already executes its functions in a state and 
the more developed are the productive labor forces and thus the technical 
means to rapidly increase the production of the means of production, the 
larger is the quantity of the surplus products, both in the aspect of 
value and of value expressed in terms of utility value..." ("Collected 
Works of Marx and Engels" Vol 24, p 561) 


[HKO21401} A large amount of investment is required for the building of 
enterprises on a large scale. This capital has to be accumulated by the 
existing enterprises. Some people might think that the problem of part 

of the capital can be solved by introducing foreign capital. However, 
they have forgotten that loans have to be repaid, and we have to rely on 
the accumulation of the existing enterprises to repay foreign loans. 
Practical experiences tell us that full development of the potentials 

of the existing enterprises is a reliable source of accumulating construc- 
tion capital. Take the Daqing Oilfield as an example, the profits and taxes 
which it submitted to the state from 1960 to 1978 were 15,8 times the 
state investment in Daqing. Again take the textile industry in Shanghai, 
for example, the capital accumulation supplied in a year now is sufficient 
to build two textile bases of the same scale, 


Similarly, the technical equipment and construction materials needed to 
build the new enterprises are mainly supplied by the existing enterprises, 
To adopt new techniques, it is necessary to import certain equipment from 
foreign countries, but we must rely mainly on our own efforts and strength 
to provide whatever can be supplied by the country, Therefore, the 
productive capacity and the technical Jevel in the existing enterprises 
are the basic conditions which determi’e the speed of modernization 
construction, 


/Third, the existing enterprises are schools which accumulate management 
experiences and train personnel in construction./ The realization of the 
four modernizations does not only require material and technical conditions 
but also modernized management and a large number of management personnel 
well-versed in advanced scientific techniques and good at organizing and 
managing production. These personnel can be and must be trained through 
school. But the scale and speed of the school in training the personnel 
definitely cannot meet the requirements of the development process of 
modernization. A large number of construction personnel still need to 

be trained by the existing enterprises. Take again Daqing Oilfield as 

an example, a great proportion of its technical and management backbone 
force came from the petroleum enterprises such as Yumen and Fushun in the 
early period of the joint battle. Daqing has now become the base for 
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training personnel in the petroleum industry in our country. In the past 
\0 years and more, it has sent nearly 60,000 cadres and workers to the 
various fraternal oilfields throughout the country. 


/Fourth, the existing enterprises are important positions for developing 
science and technology and realizing modernization in science and 
technology./ The key link in the four modernizations lies in the moderniza- 
tion of science and technology. To realize modernizations in science and 
technology and catch up with the advanced level in the world as soon as 
possible in all the important spheres of science and technology, ve must 
vigorously develop scientific research and education and speedily train 
personnel in science and technology. In order to do this, it ir necessary 
to strengthen and build a number of new organizations of scientific 
research, strengthen the methods of carrying out experiments and energe- 
tically develop research work in basic theory and applied technology. At 
the same time, it is necessary to base ourselves on the existing enter- 
prises and run them as the bases for scientifj* research, Engels said, 
"The emergence and development of science have been determined by produc- 
tion right from the beginning." The existing enterprises “have not only 
supplied a large number of materials for observation but are themselves 
experimental tools entirely different from those in the past, and have 
made the manufacture of new instruments possible.” (£ngels: "Natural 
Rialectics" 1960 edition, pp 149-150) In the past 20 years, Daqing 
Oilfield has attained several tens of thousands of results in science 

and technology in carrying out scientific research in conjunction with 
production and more than 50 items have reached and surpassed advanced 
world levels. Oaqing is not only the biggest base of petroleum production 
in our country now but is also the largest base for scientific research in 
petroleum in our country. The practice of many years proves that the 
three-in-one combination of the scientific research unit, the teaching 
unit and the factory is the correct policy for speedily developing science 
and technology in our country. From now on, to achieve greater, faster, 
better and more economical results in realizing modernization, it is neces- 
sary to continue to upholé this policy and run the existing enterprises 

as important positions for vcientific research and experiments. 


All these obvious facts are sufficient to prove that the existing enter- 
prises are the bases for carrying out modernization construction, In 
talking about modernization, we have to start with "changing" the existing 
enterprises. Comrade Hua Guofeng, on behalf of the party Central Committee, 
clearly pointed out that it is necessary to rely mainly on existing enter- 
prises to realize modernization. This is the important strategic policy 
formulated in accordance with the requirements of wjective laws and is of 
extremely far-reaching significance. The present question is how to develop 
the role of the existing enterprises as based in modernization construction, 


We think that it is most important at present to seriously implement the 
new eight-character policy of readjusting, restructuring, rectifying and 
improving and fight well the first battle for realizing the four moderniza- 
tions so as to bring inte full play the role of the existing enterprises. 
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The policy of readjusting, restructuring, rectifying and improving is not 
only the policy which guides the bui’ding of the entire economy at present, 
but also an important policy which guides the various tasks of every 
enterprise. This is to say, within the framework of the enterprise, 

it is also necessary to carry out internal readjustment in accordance with 
the spirit and principle of the eight-character policy and restructure, 
rectify and improve in the course of readjustment, 


[HKO21413] The main task of readjusting the national economy lies in re- 
adjustment of the proportional relattionships between the various departments 
and within the departments in the national economy, This readjustment will 
have an influence on the enterprises trom outside, Speaking of the enter- 
prise itself, whether in meetirg the requirements of readjustment from 
outside or fully tapping the potentials within the enterprise, it is 
necessary to consider the question of internal readjustment, In the 

various sectors in production within the enterprises, there is similarly 

the question of whether or not there is rational proportion, Not only is 
there a question of proportion in the various parts and working processes 

in basic production, but there should also be a scientific proportion 
between basic production, auxiliary production and production services, 
between productive capacity, production tasks and the supply of raw 
materials, fuel and power, and between the provision of production personnel, 
engineering and technical staff and management staff. The enterprise must 
seriously conduct investigations and research, bring about balance on 

all sides and adopt measures to overcome the weak iinks before it can greatly 
develop its production potentials. 


In the aspect of restructuring the economic management system, the state 
must gradually restructure the various management systems which do not 
conform to modernization and the high-speed development in the national 
economy. These reforms directly affect tt: sdministration and management 
of the enterprises. Among them, what has even more direct influence on 
the enterprise is the industrial reorganization carried out according to 
the principle of coordination between specialized der rtments and the 
increase in self-management in the enterprises, To meet the requirements 
of the new economic system, the enterprises must farsightedly restructure 
the administration and management of the enterprises themselves in 
accordance with the direction of restructuring the systems. For example, 
from now on, the economic system will integrate regulation of planning 
with regulation of the market, taking regulation of planning as the key 
and at the same time, attaching importance to the role of market regulation. 
Besides comprehensively fulfilling the state plans, the enterprises should 
also active)y increase the production of products which have a large demand 
and sale, so as to increase the income of the enterprises and the state, 
With a certain autonomy in management, the enterprise will inevitably 
carry out profound reforss in its own administration and management so as 
to make use of this privilege to even more greatly develop the initiative 
of the enterprise, 





Although most enterprises have attained marked results in rectification 
in the past 2 years, not many have resumed the management level of the 
60's. Up to now, the quality of the products cf many enterprises is still 
not up to standard and has not reached advanced levels within and outside 
the country. The system of economic accounting is still not perfect, the 
level of profit is low and there are even losses. In some enterprises, 
the basic sequence of production, the responsibility system and some 
fundamental work are not perfect, It is not possible to fully develop 

the role of the existing enterprises as bases in modernization construc- 
tion without rapidly changing this condition of backward management. 
Therefore, it is still a task of top priority for most enterprises to 
continue to rectify the enterprises, 


The ultimate aim of readjusting, restructuring and rectifying is to raise 
the technological level, management level and production level in the 
enterprises and thus to attain even better economic results, 


The existing enterprises must pay particular attention to the work of 
tapping potentials, reform and innovation so as to raise the level of 
production and technology. Every enterprise should have a long-term 

plan for raising the level of production and technology. This plan must 
comprehensively embody the requirements of superior quality, high produc- 
tion, great variety and low expenditure, integrate the present minor 
reforms with the total trunsformation of the enterprise and combine 
technological transformation with the construction items brought in by the 
enterprise itself, so as to make full use of the present conditions to 
resolve the problems existing in production as soon as possible and at the 
same time emplcy the most advanced scientific and technical equipment as far 
as possible. In tapping potentials, innovation and transformation, we 
must take the mass line, rely on and mobilize te masses to put forth 
rational suggestions and carry out technological reforms and technological 
revolution. We must also seek in every way to strengthen scientific 
research and experimental work in the enterprises, so that the scientific 
research work of the enterprises can go ahead of production and construc- 
tion. In tapping potentials, innovation and transformation, the enterprises 
must concentrate the force to fight battles of annihilation and develop 
the economic results of investments as soon as possible. The Anshan Iron 
and Steel Company has adopted a good method in integrating overhaul with 
the transformation of equipment. In this way, it is possible to bring 
together the manpower and material resources within the limited time, 
employ a blitzkrieg strategy and accelerate the pace of technological 
transformation in the enterprise, Responsible de ‘rtments of higher levels 
in the enterprise must create favorable conditions for tapping potentials, 
innovation and transformation in the enterprise and settle the problem of 
capital, materials and instal iation needed by the enterprise. Innovation 
and transformation are never plain sailing; it is sometimes necessary to 
carry out improvement after inprovement and attain perfection step by step. 
When the enterprise encounters difficulties, the leading bodies at higher 
levels should give them support and encouragement and should never pour 
cold water. 
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[HKO21418] The existing enterprises need to do much work in order to raise 
the management level. They must seriously sum up the experiences of the 
enterprises in both the positive and negative aspects, further study the 
advanced experiences of Daqing and other fraternal enterprises within the 
country and also pay attention to studying and exploring the scientific 
things in enterprise management in foreign countries, including advanced 
organization, form and methods of management, and integrate learning from 
others with our own original creation. On this question, we must guard 
against accepting things uncritically and mechanically copying and trans- 
planting other people's things. The responsible departments of upper 
levels in the enterprises must energetically run well study classes and 
hold lectures on enterprise management of various forms so as to exchange 
advanced experiences and widely develop scientific and research work on 
the management of socialist enterprises. 


CSO: 4006 
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NATIONAL ZCONOMIC POLICY 


JOURNAL DISCUSSES THE QUESTION OF DEVELOPING COLLECTIVE INDUSTRIES 
HK301431 Beijing JINGJI GUANLI in Chinese No 8, 25 Aug 79 pp 9-12 HK 


[Article by Rong Wenzuo [2051 2429 0146]: "Positively Develop Collectively- 
Owned Industries"™] 


[Text] While in Shanghai recently I attended a conference convened by the 
Ministry of Light Industry on handicrafts and collectively-owned industries. 
Around that time I conducted some surveys and became deeply aware of the 
momentous significance of actively developing collectivelv-owned industries. 
However, this question has not stimulated widespread attention. In view 

of this I will discuss this question here. 


I. The Position and Role of Collectively-owned Industries in the National 
Economy 


Collectively-owned industries occupy an important position in the whole 
system of industry. According to statistics compiled in 1977, these 
industrial enterprises accounted for about three-fourths of the total 
number of industrial enterprises in our country, a little less than one- 
third of the total number of workers and about 20 percent of the total 
value of industrial production. From 1965 to 1977 the proportion of 
collectively-owne. adustries tended to greatly increase in terms of 
numbers, workers and value of industrial production. They occupy an 
increasingly important position in the national economy as a whole. The 
second light industry system, developed on the foundation of handicraft 
industry, is basically composed of collectively-owned enterprises, Let 
us take the second light industry system as r»presentative for iliustrat- 
ing the issues. 


First, small investment and high profit rate. Iu i977, for instance, 
investment in light industry (excluding the textile industry) accounted 
for only 2.9 percent of national investment, those in the second light 
industry system accounting for only 0.27 percent. Yet, the second light 
industry system has accumulated more than 3 billion yuan each year, topping 
the other branches of industry. Its capital-»rofit ratio is also the 
highest among various branches of industry. Taking the collectively-owned 
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enterprises under Shanghai's handicraft bureau as an example, the capital- 
profit ratio is as high as 164 percent. Last year the bureau invested 
several tens of million yuan in a number of projects introduced from 
elsewhere. Investment in some of these projects was recovered in 3 months. 
On the whole, all investment in these projects was recovered in 8 months. 


Second, products are small but very useful. The collectively-owned enter- 
prises in the second light industry system are engaged in producing 

small commodities for everyday use: hair pins, buttons, flashlights, 
door locks, zippers, handbags, stationery, books, toys, sports goods, 
and so forth. These products are of a wide variety and are closely 
linked to people's livelihood. They have a great bearing on market 
prosperity. To be sure, the second light industry system also produces 
some large products like weighing apparatus, furniture, and so on. 
According to statistics, the total products provided by the second light 
industry system account for about 17 percent of total market sales. This 
proportion is quite large indeed. 


Third, great proportion of export, high foreign exchange rate. The products 
of the second light industry system occupy an important position in export. 
In terms of the foreign exchange earned in 1978, exports of these products 
accounted for about 15 percent of national exports and 71 percent of the 
exports of the whole system of light industry (excluding the textile 
industry). 


The foreign exchange rate of the second light industrial system products is 
the highest. In Beijing, the average foreign exchange rate is a little 
more than 3 yuan to 1 U.S. dollar. In the case of the exports by the 
second light industry departments, the rate is a little more than 2 yuan 
to 1 U.S. dollar. Exports of cloisonne among arts and crafts can earn 
foreign exchange at the rate of 1.2 yuan to 1 U.S. dollar. The tourist 
articles sold on the domestic market are produced mainly by the collectively- 
owned enterprises in the second light industry system, Among them, arts 
and crafts are well received by foreign guests, Each year, arts and 
crafts create a large amount of nontrade foreign exchange income for the 
state. 


Fourth, wide scope of employment. According to surveys conducted by the 
relevant units, in recent years about 20-50 percent of the personnel employ- 
ed in many cities, averaging about one-third, were assigned to collectively- 
owned enterprises, 


In providing more jobs in 1979 for young people awaiting employment, 
collectively-owned enterprises will play a still greater role, The number 
of workers in the collectively-owned enterprises in the second light 
industry system accounts for about one-half of the total employed in 
collectively-owned industries. As far as the arrangement of labor force 
is concerned the collectively-owned enterprises occupy a conspicuous 
position on various fronts. 
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[HK J1438] Il. How To Vigorously Develop Collectively-owned Enterprises 


How to vigorously develop collectively-owned industries is actually a 
question of how to implement the policy of readjusting, restructuring, 
rectifying and improving in light of the concrete conditions and how to 
bring the role of these industries into fuller play and summon up the 
enthusiasm of the workers of these industries so as to make greater 
contributions to speeding up socialist modernization. 


First, vigorous development of the collectively-owned industries must be 
taken as an important feature of the 3-year readjustment. In the course 

of the 3-year readjustment we should not only correctly handle the 
relations between agriculture, light industry and heavy industry and 

speed up the development of agriculture and light industry, We should 
also correctly handle the proportionate relations within light industry 

so as to insure all-round, coordinated development of the textile industry, 
the first light industry and the second light industry systems. The second 
light industry system developed on the foundation of handicraft industry 

is composed mainly of collectively-owned enterprises. It not only plays 

a role common to the light and textile industries in satisfying the needs 
of people's livelihood, accumulating funds and exporting commodities to 
earn foreign exchange but also plays a special role in providing more jobs 
for laborers. It should occupy our great attention, 


In order to provide more jobs for laborers, we should not only strive to 
develop the collectively-owned enterprises in the second light industry 
system, but also do everything possible to develop all industries owned by 
the collective. We should develop not only the existing collectively-owned 
enterprises but also new handicraft cooperative organizations and neighbor- 
hood production organizations, thereby to promote the development of 
production, make things convenient for the people in their everyday life 
and enliven the market, 





In the course of the 3-year readjustment, particularly when drawing up 
annual national economic plans, we should integrate the production and 
construction plans with the arrangement and planning of labor force. For 
example, the following things should be planned and arranged: In developing 
production, how much is to be achieved by raising labor productivity and 
how much by increasing the number of workers? In capital construction, 
what is the total amount of investment to be made each year, how many 
laborers can be assigned, and what is the average amount of investment 
needed to provide one job? Of the personnel tha* ust be provided with 
jobs each year, how many can be assigned to modern industry and enterprises 
owned by the whole people and how many need to be assigned to collectively- 
owned enterprises including handicrafts and semi—handicrafts? In large, 
medium and small cities and county towns, it is all the more necessary to 
take the vigorous development of collectively-owned industries as an 
important aspect of providing more jobs for laborers, It is not necessary 
to plan and arrange employment of laborers for the current year but also 
necessary to solve systematically and according to plan the problem of 
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arranging jobs for those who have been waiting for emp) oyment over the 
past years. It is not only necessary to determine roughly the proportion 
of personnel assigned to enterprises owned by the whole people and enter- 
prises owned by the collective but also to plan the prvportion of 
personne! assigned to collectively-owned industries represented by handi- 
craft cooperative organizations and to various forms of collectively-owned 
enterprises including urban service trades, construction trades and 
transport. The number of personnel to be employed and the number of jobs 
to be provided should be fixed one by one. In short, in readjusting the 
national economy in a planned and proportionate way we should correctly 
handle the relationship between production and construction plans on the 
one hand and labor plans on the other. Furthermore, we must take planned 
and proportionate arrangement of labor force as an important feature of 
readjustment and closely integrate the above plans with the seasures for 
developing the collectively-owned enterprises including producers’ 
cooperative organizations. 


In the course of the 3-year readjustment the collectively-owned industries 
in cities should advance in the course of readjustment and carry out 
readjustment in the covrse of advanc~. On the whole, handicraft industry 
and collectively-owned enterprises in the second light industry system as 
well as all the collectively-owned enterprises in cities should be 
vigorously developed. They can ouly be strengthened ead must not be 
weakened. However, a concrete analysis must be made of various trades and 
enterprises. Production of products that are in great demand at home and 
abroad but are in short supply stould be vigorously developed. Those 
enterprises whose products are suited to needs, are of good quality and 
are more profitable in terms of foreign exchange should be given priority 
in the supply of materials and fuels. Those small producers’ cooperatives 
(groups) who can develop through self-reliance and hard work without the 
need of state investment should be established as quickly as possible 
Conversely, those enterprises which compete with state-operated factories 
for materials and whose products are not qualitatively guaranteed should 
be guided to change production, Those newly-emerging trades whose products 
have a limited demand and whose development is conditional on certain 
things can only be developed according to plan and must not be established 
precipitately. We should not recklessly enlarge the scope of production 
of products whose sale has a definite limit. It is wrong to lose sight 

of the role played by collectively-owned industries in cities and to 
refrain from aiding and supporting their development. [HK301445] It is 
also wrong to one-sidedly stress their role and develop them in a pre- 
cipitate way regardless of concrete conditions, In this connection, ve 
should give the masses a free hand and strengthen leadership. We should 
bring the advantage of collectively-owned enterprises into full play, 
guide them in the correct direction under the unified leadership of 
competent state departments and the guidance of planned economy and enable 
them to achieve ever greater economic results. 
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Second, in reorganizing industries on the principle of coordination between 
specialized departments, the characteristics of collectively-owned industries 
must be taken into consideration. 


1. In planning coordination between specialized departments in production 
for the whole of industry and various trades, state-operated industries and 
collectively-owned industries should and must be taken into consideration. 
At the present stage, it is imperative to draw a dividing line strictly 
between the two kinds of ownership and prevent the practice of changing the 
subordination relations on the basis of administrative orders and massively 
transferring collectively-owned enterprises to state-operated enterprises. 
The relations of cooperation between the two kinds of ownership should as 
far as possible be in the form of coordinated process. Or else, through 
fixed relations of cooperation long-term economic contracts should be signed 
and a contract system instituted. This should be done in order to bring 
the production efforts of collectively-owned enterprises and those of state- 


operated enterprises onto the track of coordination between specialized 
departments. 


2. Collectively-owned industries themselves should unite. Formerly there 
were joint organizations of handicrafts or neighborhood enterprises. From 
now on such joint organizations should be set up in market towns where 
collectively-owned industries are developed. In some large cities in 
which there are many enterprises of certain trades, establishment of 
specialized joint organizations may be considered for the purpose of 
organizing the production between various enterprises. 


3. When spreading production of their products the state-operated enter- 
prises may appropriately transfer certain old items of equipment to 
collectively-owned enterprises, pass on technical know-how to them and help 
them develop production and carry out technical transformation. In taking 
these measures they must observe the economic laws and pay attention to 
economic results. Transfers between the two kinds of ownership should be 
made with compensation and may not be indiscriminately made on an 
egalitarian basis. Neighborhood and "7 May” production organizations 
(groups) financed by local governments and aided by large enterprises may 
be helped to lay the foundation at the start but, in the process of develop- 
ment. they must be made to carry out independent business accounting and 
assume sole responsibility for their own profits and losses. 


4. When taking the above measures we must take into consideration the 
traditional characteristics of collectively-owned industries. We may 

not edge out small commodities for daily use, mav not arbitrarily discontinue 
the original relations of cooperation and may no. transfer the technical 
backup force of the handicraft (second light) industry, When reorganizing 
industries in some areas, return of specialized ones to their original 

trades may not be one-sidedly stressed to the neglect of the characteristics 
of the collectively-owned industries, To overlook these characteristics 

of the collectively-owned industries will adversely affect production of 
some small commodities. This question merits our attention from now on. 
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Third, in restructuring industrial management and the whole system cf 
operation and management, it is imperative to take the collective-owned 
industries and other collectively-owned enterprises into consideration. 
Restructuring the system of industrial management must include collectively- 
owned industries and consideration should be given not only to the 
collectively-owned enterprises in the second light industry system but 
also to all the collectively-owned industries in cities (in certain 
respects consideration should also be given to the commune-brigade-team 
industrial enterprises in the rural areas). The present system of 
management of collectively-owned industries is not sound. At the central 
level, the General Bureau of Handicraft Industry was abolished in 

January 1965. The national federation of handicraft cooperatives has 

long been nonexistent. The 35-article central regulations for handicraft 
industry were drawn up in 1961 and many policies have been badly under- 
mined, making it necessary to revise the regulations. Under the new 
circumstances, it is also necessary to revise the original regulations 
governing the handicraft producers’ cooperatives. Such problems are also 
found in various provinces, municipalities (autonomous regioi.s) and even 
in prefectures, municipalities and counties. This state of affairs is not 
compatible with the present situation, Without establishing a group of 
powerful organizations and drawing up corresponding rules and regulations 
and without restoring or formulating policies suited to the conditions of 
collectively-owned industries, it will be impossible to bring into play 
the enthusiasm of some 200,000 collectively-owned enterprises and millions 
of their workers. In short, it is now time to institute and put on a sound 
basis a new system of management and various rules and regulations for 

the handicraft industry and the collectively-owned industries in order to 
promote the development of collectively-owned industries, implement policies 
concerning collectively-owned industries and bring the enthusiasm of 
various areas, enterprises and workers into olay. 


[HK301452] In studying the restructuring of the whole system of economic 
management, we must seriously consider and make full allowance for the 
conditions of collectively-owned industries and other collective enterprises. 
In particular, it is necessary to pay attention to the characteristics of 
collective ownership when supplying raw and processed materials and 
marketing products. As far as possible we should include in our plans the 
supply of materials and sales of products for this part of industry while 
at the same time we should carry forward its traditional mode of operation, 
open diversified channels of supply and sale and promote the development 
of production. This is an extremely complicated problem which should be 
given further thought and discussed later. 


Ill. It Is Necessary To Develop Collectively-owned Industries in Order 
to Accelerate the Four Modernizations 


In carrying out socialist modernization we must persevere in proceeding 
from reality. What is the reality of our country? It mainly has two 

aspects: 1) Weak foundation, limited funds, low standard of living, and 
small foreign exchange sources. 2) A large population and a large army 
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of uneaployed for whom jobs have to be found each year. 8y vigorously 
developing collectively-owned industries, a huge amount of funds can be 
accumulated basically without the necessity of state investpent, 
quantities of articles for everyday use can be provided for the market, 
quantities of goods can be provided for the development of foreign trade 
and tourist business, and jobs can be created for personuel waiting for 
employment. It is really a case of killing wany birds with one stone. 
What is there against it? 


Some comrades query: Now that we are carrying out socialist modernization, 
we are asked to promote the development of collectively-owned industrie. 
with handicraft cooperative organizations as the main body. Does not this 
run counter to the four modernizations? I think this argument is open to 
question. 


On the one hand, we should realize that handicraft industry can develop in 
the direction of mechanization. Since liberation, the process of developing 
our handicraft industry has been a process of gradually achieving technical 
transformation (of course, certain arts and crafts are exceptions). In 1956 
when the socialist transformation of handicraft industry was basically 
consummated, the average degree of mechanization in the case of the national 
handicraft industry system was only 3,76 percent and labor productivity 

was very low. After changes over the past 20 years and more, the average 
degree of mechanization has reached 40 percent and more than 50 percent 

in the case of urban handicraft cooperative organizations, In a word, 
things are developing. Indigenous methods can be changed into modern 
methods, handicraft production can be transformed into mechanized produc- 
tion and producers’ cooperatives can grow into modernized factories. 
Socialist modernization should include handicrafts and their technical 
transformation. 





On the other hand, we should realize even more that in a certain sense it 
is precisely for the purpose of accelerating the modernization of industry 
that we promote vigorous development of handicrafts and collect ively-owned 
industries with handicraft cooperative organizations (groups) as the sain 
body. As we know, the higher the standard of enterprises’ technical 
equipment, the higher the organic composition of capital and the more 
investment is needed. Our foundation being limited, the more the state- 
operated industries develop in the direction of mechanization, the greater 
is the proportion of investment involved; consequently, the greater is 
the need to develop collectively-owned industries including handicraft 

and semi-handicraft industries. This is the first point, Secondly, in 
the course of modernization, particularly in the urse of the 3~year 
readjustment, the more the existing enterprises and new enterprises are 
required to raise their labor productivity, the smaller is the room for 
employing laborers, Under the circumstances in which state-operated 
enterprises must recruit their laborers strictly according to plan, only 
by vigorously developing collectively-owned industries and other collec- 
tive enterprises can we resolve the contradiction between higher labor 
productivity and full employment. Thirdly, the more the industries 
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owned by the whole people develop in the direction of mechanized produc- 
tion, the more they demand traversing the road to coordination between 
specialized departments. When reorganizing industries on this principle, 
there is a pressing need for large numbers of small collectively-owned 
factories, organizations and groups to produce necessary accessories and 
process materials for large industrial enterpriscs, According to surveys, 
the accessories and spare parts produced by handicrafts and collectively- 
owned industrizs in some large and medium cities generally account for 
30-40 percent and, in some cases, 50 percent, This suffices to illustrate 
the issues. In short, if we want to accelerate socialist modernization of 
our country we cannot rely on modern industry alone. Modern method 

of production and indigenous method of production must be adopted 
simultaneously. The field army, the local army and the guerrillas must 
fight in coordination. Higher labor productivity and full employment 

must be combined. It is evident that the more we accelerate the develop- 
ment of modern industry to achieve the four modernizations at an early 
date, the more we should pay great attention to and vigorously develop 

the organizations of collectively-owned industries--handicraft and semi- 
handicraft industries. Such is our conclusion. 


CSO: 4006 
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NATIONA!. ECONOMIC POLICY 


EXPANSION OF MEDIUM-, SMALL-SIZED TOWNS DISCUSSED 
Shanghai JIEFANG RIBAO in Chinese 6 Sep 79 p 3 
[Article by XINHUA News Agency reporter Bao Guanggian [7637 0342 0467]: 


“Make an Effort to Build Medium- and Small-Sized Towns--One of the Surveys 
on the Problem of Urban Construction"] 





(Text] For many years, there has been a tendency that people living in the 
countryside wish to move to the cities, and residents of medium and small 
towns wish to move to big cities. In urban construction, there is a similar 
tendency. Small towns develop into medium-sized towns, and medium-sized 
towns develop into big cities, resulting in more and larger big cities. 
There are 11 cities in the Soviet Union with a population of more than 

1 million, 10 in Japan, 6 in the United States, 3 in West Germany, 1 in 
France and 13 in China [sentence as published]. These big cities are 

still increasing in area and population. Take Shanghai as an example. 

It has a population of 10 million in the city and its suburbs. In the 

next 20 years, Shanghai's population will be increased by another 1 million 
at the annuai population growth rate of 5 per 1,000, not counting the number 
of people who will be transferred to Shanghai. To provide the necessary 
facilities for the additional population is equivalent to the building of 
another city for a population of 1 million. 


At present, we have a rural population of 800 million. With the advancement 
of agricultural mechanization, the labor needed in the countryside will be 
correspondingly decreased. If one-third of the current rural population were 
moved into big cities, China will have to build more than 200 big cities, 
each of which should accomodate more than 1 million people. As everybody 
knows, once a cit;'s population exceeds 1 million, there will be many 
inconveniences, Problems such as housing shortages. traffic jams, air 
pollution, material supply shortages, and lack of ..itural and welfare 
fecilities will arise, With so many people crowded in one city, employment 
will also become a problem. 
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Now, many countries are trying to divert the population of big cities to 
medium- and small-sized towns. Since the late 1950's, China has also tried 
to build satellite towns around big cities to control the development of 
big cities, but the result has not been successful. According to the 
analysis of related departments, the following are the main reasons: 


1. Some people think that it takes less investment and time to build new 
enterprises in big cities because they have water and electricity supply, 
roads and sewers. This reasoning was valid during the earlier years after 
the liberation because at that time most of the big cities in the country 
were centers of consumption and their public utilities could be utilized 

by new enterprises. Now that the existing public utilities in almost all 
big cities are no longer adequate, the development of new public utilities 
cannot catch up with the demand. In many cities the roads and sewers were 
built in the 1930's, but they are used for the population and transportation 
in the 1970's. In building any new project, it is necessary to widen the 
roads, rebuild the sewers, and increase water and electricity supply, 
housing, stores, and other facilities. This will not only worsen the 
irrationality of urban construction, but also create waste. These comrades 
did not see that although the medium- and small-sized towns may not be well 
equipped to accomodate new factories now, it may not take a long time or a 
large investment to increase their facilities. From “he viewpoint of an 
individual enterprise, the investment may be heavy, but economical in the 
long run from the overall national viewpoint. 


2. Some policies are in conflict with the policy of developing mediun- 

and small-sized towns and satellite cities. The wage differential by 
geographical areas was decided on the basis of local economic conditions 
during the early years after the liberation. The situation has changed 
greatly after many years of economic development. The living costs of 
workers in medium and small cities have exceeded those of the workers living 
in big cities. Nevertheless, when a worker is transferred from a big city 
to a medium or small city, his or her wage is reduced, For example, a 
worker from Nanning who earns 40 yuan a month will receive 6 yuan less when 
he or she is transferred to Hechi, but the living costs at Hechi are not 
any lower than those in Nanning. There are also differentials in food and 
other living material supplies. A worker living in a small city receives 
3-4 jin less in his monthly food grain ration and 4 jin less in his monthly 
edible oil ration as compared to a worker living in Wuhan municipality and 
other nearby counties, There are also differentials in benefits. A regu- 
lation of the Ministry of Finance, for example, says that only workers 
living in cities with a population of 500,000 are entitled to a bicycle 
allowance. All these encourage people to work in big cities. 


3. The state provides very little construction funds for small cities, thus 
making municipal construction and living facilities inadequate in small 

towns. For example, Huangpu is a satellite town 20 kilometers from Guangzhou. 
It has the biggest seaport in south China, and many new factories. Because 
of the lack of restaurants, hospitals, schools, bookstores, and movie 
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theaters, many workers prefer to live in Guangzhou. They would rather 
commute early in the morning and late at night, unwilling to move to 
Huangpu. 


Comrades from related departments think that in the future China should 
not follow the road of unlimited expansion of big cities. From the stand- 
point of the need oi aational economic development, the nation should make 
overall plans, and actively develop medium- and small-sized towns. China 
has 59 cities with populations between 200,000 and 500,000, 90 cities with 
populations less than 200,000 and 3,200 small cities which have good condi- 
tions for economic development. In the future, new big and medium-sized 
industrial enterprises should be built in medium- and small-sized cities 
rather than crowded into big cities. The population and land utilization 
in big cities should be strictly controlled. Industrial establishments in 
big cities should continue to increase their production through exploration 
of their potentiais, innovation, and transformation without increasing the 
number of workc _, or even with fewer workers. During the early years 
after the liberation, Shanghai had 4,000-5,000 textile mills with a total 
of 500,000-600,000 workers, while che annual output value was only 1.8 
billion yuan. Last year, the total output value of Shanghai's textile 
industry reached 9.8 billion yuan, 4 times that after the liberation. 

The number of textile mills has been reduced to 490, and the number of 
workers reduced to 390,000. This experience should be promoted. 


The state should set aside special investment funds for the construction 
of medium- and small-sized cities, Such funds should be used for production 
and the improvement of living conditions. In building production projects, 
priority should be given to the improvement of water and electricity supply 
and transportation. At the same time, housing and other living facilities 
should be provided. If possible, municipal service facilities should be 
built ahead of production facilities. Meanwhile, specific policies should 
be formulated to encourage enterprises to select their sites in medium and 
small-sized towns, and encourage workers to settle down there. Some indus- 
trial enterprises should be relocated to medium- and small-sized towns 
according to plan without lowering the living standard of their workers. 
Their food, edible oil, and meat rations and their cultural ard other bene- 
fits should not be changed casually. In the vast rural area, we should 
develop agriculture, forestry, animal husbandry and fishing grounds and 
build joint enterprises for agriculture and commerce. Gradually, we 

should build some population centers into small towns where urban and rural 
areas are mixed, industry and agriculture are combined, and industry, 
agriculture and commerce undergo comprehensive development. Aside from 
agricultural production, rural communes and production brigades should 
develop industrial enterprises with a secured suppiy of raw materials 

and a secured market for their products. They may produce industrial 
products for use in big cities so that all materials and manpower in the 
rural area are fully utilized, the living standard in the rural area will 
be gradually improved to a level comparable with or surpassing that in 
cities, and the tendency of people crowding nto cities will be reversed. 
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NATIONAL ®CONOMIC POLICY 


QUESTION OF ENTERPRISE FUND EXAMINED 


Beijing CAIWU YU KUAIJI [FINANCE AN’) ACCOUNTING] in Chinese No 7, 20 Jul 79 
pp 23-25 


[Article by Lu Qikang [7120 0796 1560]: “Exploring the Several Questions 
Concerning ‘Enterprise Fund'"] 


[Text] Last year, the State Council ratified the “Regulation Concerning 
the Trial-Implementation of Enterprise Fund by State-run Enterprises” 
(abbreviated “Regulation” as follows) of the Ministry of Finance. It is 
an important measure in accelerating the development of the national econ- 
omy. Although the time for trial-implementation has been relatively 
short, practice has already proved that this "Regulation" is an effective 
method in mobilizing the enthusiasm of the enterprises and in using 
economic means to manage the economy. It has embodied the socialist 
principle of material interests that combines the interests of the state, 
the collective and tae individual. Thus, it has mc*ilized the enthusiasm 
of the various aspects and enhanced the development of production. 


In ratifying the "Regulation" of the Ministry of Finance, the State Council 
pointed out that, in the trial-implementation, it was necessary to strength- 
en investigations and study and conscientiously sum up experiences so as 

to further study and reform the system of enterprise fund. In order to 
further reflect the objective economic practice and explore the objective 
economic laws, this article attempts to further explore the several prob- 
lems that exist in the implementation of the present “Regulation.” 


I. The subjective targets set forth in the plan are still unable to com 
pletely reflect the objective economic reality. The method of drawing 
from the enterprise fund stipulates that the term under which the basic 
enterprises can draw from che enterprise fund is the all-around completion 
of the eight annual targets set forth in the stcie plan of output, product 
variety, quality, profit (including actual profit and profit turned over 

to the state), raw material, fuel, motive power consumption, labor product- 
ivity, cost and fluid capital as well as the contract for commodities 
supply. The targets set forth in the state plan which are assigned through 








the departments in charge at various levels will to a certain extent deter- 
mine the destiny of whether or not an enterprise can draw from the enter- 
prise fund. But, even though the targets set forth in the plan are the 
products of investigations and study, they are limited to a certain extent 
by subjective understanding and are also limited in some ways by what the 
ob jective economic process has not sufficieatly revealed. 


As a result of the limitation of man's subjective understunding, the targets 
set forth in the plan therefore may not provide a sufficient objective 
economic basis and the problem that a target set forth in the plan may be 
either too high or too low may occur. If their targets are too high, some 
enterprises will not be able to fulfill their tasks in time no matter how 
hard they work. If the targets are a bit low, some enterprises on the 
other hand are able to fulfill their tasks leisurely and happily. This 
will bring about a phenomenon of unbalance in suffering and happiness 
which is not caused by the enterprise's own subjective reasons. Thus, in 
the course of fixing a target, a phenomenon of haggiing will occur between 
the higher and the lower levels and between departments. The basic-level 
enterprises wiil emphasize unfavurable factors to the higher-level enter- 
prise departments in charge, and the enterprise departments in charge will 
do so too to the financial departments of the same ievel, and try their 
best to lower the targets set forth in the plan. As a result, it w.ll be 
difficult to fulfill the plan and there will be wrangling back and forth. 


Il. Drawing from the enterprise fund according to the total amount of wages 
is not combined closely enough with the fruits of management. The method 

of drawing from the enterprise fund stipulates that, according to the situa- 
tion of the fulfillment of the eight targets set forth in the plan, every 
enterprise can draw 3 to 5 percent from the enterprise fund according to 

its total wages. The actual situation is this. Due to difference in effic- 
iency, product quality and cost level, the fruits of management are different 
and the contributions to the state are different for every enterprise. How- 
ever, the difference between this economic result and the contribution to 
the state has not been reflected in the amount to be drawn from the enter- 
prise fund. The targets set forth in the plan take as their basis the 
actual level which an enterprise reaches. For enterprises with a high lev.»1l 
of management, the targets set forth in the plan are also high. And for 
enterprises with a low level of management, the targets set forth in the 
plan are also low. Thus, such a method tenis toward eglitarianism, and 

is unfavorable to effectively encouraging te advanced and urging on the 
backward. Enterprises with a large number of employee:; will be able to 

draw more, and have the advantage over those enter ‘ses with high efficiency 
yet fewer employees. 


Ill. Targets are too exorbitant. In order that drawing from the enterprise 
fund will conform to the demand of fulfilling in an all-around manner the 
targets set forth in the state plan, we are bound to do a more meticulous 
job in assessing items and contents. In each of the eight economic targets, 
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there are several items to be assessed. When there are over 10 items to 
be assessed, then the task becomes too exorbitant. Thus, in the course of 
Stipulating and assessing targets, considerable energy and time need to 

be consumed. The coursie of stipulating and assessing the eight targets 
cannot create any mater:-: fruits. Excessive consumption of energy and 
time is therefore a waste. ‘Ye should strive to simplify the work. 


Furthermore, the four targets that are the prerequisites for drawing from 
the enterprise fund are output, product variety, quality and profit, each 
target having two to three items of assessment. There are roungly lO 
items (differing from trade to trade) which need to be fulfilled. If one 
item is not fulfilled, then all efforts are wasted. This also is not 
altogether reasonable. 


In order to prevent the targets set forth in the plan from becoming di- 
vorced from reality, to simplify the assessment of targets, to overcome 
the tendency of egalitarianism and to further bring into play the subjec- 
tive initiative of the enterprise, we must try our best to combine the 
drawing from the enterprise fund with the fruits of management of an 
enterprise, the more intimate the combination the better. This requires 
the fixing of an enterprise fund according t« the economic results of an 
enterprise. The economic results of an enterprise are closely linked up 
with the increase or decrease of output, the superiority or inferiority 
of quality, the greater or lesser variety of products and the higher or 
lower cost (including higher or lower efficiency and consumption) and the 
effectiveness of the use of capital. The results of all these economic 
targets will, with no exception, ultimately be reflected in the enterprise 
profits. Thus, we should fix the enterprise fund according to the profit 
level. However, at present, the gap in the profit rate among various 
industrial departments is very wide and the profit level cannot fully and 
realistically reflect the management results of an enterprise. 


We must gradually follow the demand of the law of value and the principle 
of economic accounting, make use of the various economic levers (including 
prices and taxation) and solve the question of the disparity in profit 

rate among the various industrial departments, so as to create the condi- 
tions for realizing profit distribution. To show how at present the profit 
level of various industrial departments cannot fully and objectively re- 
flect the economic results, we are comparing and contrasting materials on 
the profit rates of coal, petroleum and electrical power departments of a 
certain locality. 
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—— — rc: 
electricity | petroleum | coal 
1. The rate of capital in an output 40 | ws | 2.3 
— of 100 yuan (7%) { | . 
Il. The rate of cost profit (%) 111.3 1.4 -0.8 
(see note) 
Ill. The rate of capital profit (%) 25 36 0.8 
IV. Average profit created by every 
staffer and worker (yuan in one 16286 12214 13 
year) 














(Note: The race of cost profit refers to the rate of cost profit for 
thermal power, crude oil and crude coal) 


From the chart, we can see that the profit rates of 100 yuan of output value 
of the electrical power and petroleum departments are respectively 17 and 
20 times that of the coal department. The rate of cost profit for thermal 
power is as high as 111] percent and that of crude oil 71 percent (and the 
cost of crude oil for that locality is already high). And yet, crude coal 
is a deficit product (the cost of crude coal in that locality being already 
relatively low). The phenomenon of deviation of price from value is very 
obvious. Under such a price level, the profit of an enterprise cannot 
truly embody the fruits ot the work of the enterprise itself. The accumu- 
lation from crude coal has been transferred over to thermal electricity 
through the exchange of unequal values. The price parity between c: ude 
coal and crude oil (the sales price per ton) is approximately 5 tons to 1 
ton. And the comparison between their calorific value is approximately 2 
tons to 1 ton. The price parity between the products is extremely unrea- 
sonable, which results in the wide -sparity in the profit level. The 
profit distribution of overfulfilled plans is also made unbalanced as a 
result of the disparity in the total amount of profit. Comparing the two 
fuel departments--petroleum and coal, the profit amount of the petroleum 
department is in two-digit multiple of that of the coal department. If 
these two industrial departments overfulfill their profit plan for the 
whole year according to similar proportions, then the two-digit difference 
of the profit amount of the overfulfilled plan will still be preserved. 
Although the method stipulates the proportions of “ fferent drawings (5 
percent for the petroleum trade and 15 percent for the coal trade), which 
is helpful in narrowing the difference, yet the difference is still from 
several times to 10 times. If we consider the factor that the number of 
staffers and workers of the coal trade is larger than that of the petroleum 
trade, then, in average, the narrowed gap of the profit distribution of 








the overfulfilled plan for each staffer and worker will again widen. This 
difference will be fully reflected in the average profit target which each 
staffer and worker creates in a yer. The average profit which every 
staffer and worker of the petroleum department creates is 160 times more 
than that which the staffer and worker of the coal department creates. 


In view of the rate of capital profit, electricity is 25 percent, petroleum 
is % percent and coal is 0.8 percent. That is to say, the fixed asset and 
fluid capital which the state invests on the electricity department and the 
petroleum department can be paid off through the form of profit in several 
years, while the investment made on the coal department can be paid off in 
100 years. This can te called an irony on the economic accounting of the 
enterprises and departments. What we need now is to resolutely act in 
accordance with objective economic laws, attach importance to the role of 
the law of value, carry out necessary price readjustments according to the 
changes in product value caused by the changes in production condition and 
technological level of over a decade, correctly arrange the price parities 
of various categories of products, and solve the problem of unreasonable 
prices for certain products, so as to create even better conditions for 
effectively utilizing the economic measures that incluie the method of 
drawing from the enterprise fund. 


The second problem that needs to be solved is to eliminate the objective 
factors in an enterprise's profits. There are both subjective and object- 
ive factors that affect how much enterprise profit there is Subjective 
factor refers to the quality of the work itself, such as technological 
level, the level of production organization, the level of material consump- 
tion and labor efficiency and the level of management and administration. 
Objective factors include the superiority or inferiority of resources, the 
richness or poverty of minerals (or their grade level, high or low), the 
difficulty or easiness in excavation, the geographical location far or 
near, the extent of advancement of technological facilities and the taxa- 
tion rate high or low. In order to correctly assess the fruits of manage- 
ment of an enterprise--the profit level--we need to distinguish between 
the influence by subjective or objective factors, make use of certain 
economic levers such as the raising or lowering of taxation rate, differ- 
ential income tax and capital utilization tax, as well as other single 
item payments, and eliminate the influence by objective factors on the 
enterprise, so that the surplus income that is formed as a result of the 
superiority of objective conditions will be given tc the state. In this 
way, the remaining profit will reflect more accurately that condition of 
the enterprise's business. Again, if we draw from the enterprise fund 
according to a definite proportion of the profit created by the subjective 
effort of the enterprise, then we can implement in an all-around manner 
the principle of 4isiribution according to work, practically strengthen 
the role of economic accounting, fully mobilize the productive enthusiasm 
of the cadcies and workers and accelerate the pace of the Four Moderniza- 
tions. 
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NATIONAL ECONOMIC POLICY 


IMPLEMENTING COMMERCIAL ENTERPRISE PROFIT WRGED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 7, 20 Jul 
79 pp 18-20 


{Article by Du Xueshan [2629 1331 1472]: “Conscientiously Implement the 
System of Profit Allowance Among Commercial Enterprises” ] 


[Text] The Ministry of Finance and the Ministry of Commerce jointly de- 
cided that, as of 1979, the Ministry of Commerce and affiliated crganiza- 
tions will trial-implement the system of profit allowance. This is an 
important reform in financial affairs management. It is of important 
significance to enabling the commercial departments to further implement 
the general principle of "¢=veloping the economy and ensuring supplies,” 
to urging the commercial enterprises on to fulfill the state plan in a 
better manner, improve management and administration, raise the level of 
management, expand the enterprise's property right, strengthen the enter- 
prise's responsibility, mobilize the enterprise's enthusiasm and closely 
integrate the interests of the state, enterprise and individual. The 
broad ranks of cadres, staffers and workers of the commercial departments 
must conscientiously trial-implement the system of profit allowance. In 
the trial-implementation, they must proceed from making proper arrange- 
ments for the all-around interest of the market, and actively assist in 
the development of industrial and agricultural production, organize pro- 
curement without delay according to plan and contraci:, expand purchasing 
and sales, launch vigorously the movement to increase production and 
practice economy and strive to further prosper the market and provide 
more accumulation for the state. 


(1) 


The principle of fixing the proportion of profit a  .vwance and the method 
of withdrawal for use. The fixing of the proportion of profit allowance 
for the enterprises under the commercial system (not including food serv- 
ice enterprises and nationalities trading enterprises) is conducted 
according to the relationship of the active management bodies ot the 
Ministry of Commerce and according to the principle of encouraging the 
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advanced, admitting discrepancies and making appropriate readjustments. 
According to this principle, the Ministry of Commerce checks and ratifies 
the proportion of profit allowance and the amount of profit allowance 

for separate enterprises directly subordinate to the commercial burcaus 
ami departments of various provinces, municipalities and autonomous regions. 
At the same time, it checks and ratifies the proportion of profit allowance 
for individual commerce-run industries of the system under the Ministry of 
Commerce. The commercial bureaus and financial bureaus of the various 
provinces, municipalities and autonomous regions make their checks and 
ratifications within the realm of the proportion of profit allowance 
(amount of allowance) ratified by the Ministry of Commerce. The capital 
from the profit allowance is mainly used as: Simple and easy construction 
fees; fees for technological reform measures; and manager (factory chief) 
fund. 


The enterprise profit allowance fund is drawn, according to the checked 
and ratified proportion, monthly from the realized profit. All the enter- 
prises that trial-imple@ent the method of profit allowances practice the 
system of manager ‘factory chief) fund. The manager (factory chief) fund 
is drawn f{r-— che commercial profit allowance capital according to the 
condition of the fulfillment of the profit plan ratified by the higher- 
level departments in charge. It is mainly used according to what the state 
formulates as rewards for staffers and workers and for the organization of 
collective welfare. The methods of withdrawal include: Those who have 
fulfilled the profit plan can withdraw 15 percent of the total amount of 
wages. Those who have overfulfilled the profit plan can withdraw more; 

if one overfulfills the profit by’ 3 percent, then ome can draw 1 percent 
more according to the total amount of wages, and one cannot withdraw more 
than 20 percent of the total amount of wages. Those who have not fulfilled 
their profit plan should withdraw less; if one fulfills 3 percent less, 
then one should wichdraw 1 percent less from the total amount of wages, 
and one cannot withdraw less than 10 percent of the total amount of wages. 
The planned deficit enterprises that have been ratified can draw from the 
manager (factory chief) fund like the profit-making units. As long as 
they do not go beyond the deficit plan, they can also draw 15 percent from 
the total amount of wages. If they sustain 3 percent less of deficit, 
they can draw 1 percent more according to the total amount of wages and 
cannot draw more than 20 percent of the total amount of wages. If they 
go beyond the deficit plan, then for every 3 percent sore of deficit, they 
will withdraw 1 percent less according to the totrl amount of wages and 
they cannot go below 10 percent of the total amount of wages. All those 
enterprises which incur deficits without having been ratified cannot draw 
from the manager (factory chief) fund. But manager (factory chief) fund 
within 5 percent of the total amount of wages is permitted to be used as 
awards for advanced individuals. From this we can see that the implemen- 
tation of this method of drawing from the manager (factory chief) fund 
will greatly urge the broad ranks of staffers and workers on to pay more 








attention to the fruits of management of their own enterprises, will be 
favorable to the improvement of management and administration and will be 
favorable to the raising of the level of management. 


(11) 


To trial-implement the profit allowance system, we must correctly implement 
policies and improve management and administration. The present trial- 
implementation of the profit allowance sys.em among commercial enterprises 
is to go through the distribution of profits in order to enable the enter- 
prise to grasp a definite profit allowance fund and let the enterprise 

mike its own arrangements to spend it in «:dertakings (production) within 

a defined realm. Also, a considerabie portion is re,arded as manager 
(factory chief) fund, which is used in encouraging and awarding the ad- 
vanced and in running collective welfary causes for staffers and workers. 
The amount which the enterp’ises and the enterprise's departments in charge 
draw from the profit allowance is determined by how well or how poorly they 
fulfill the state plan and how auch or how little contribution they render 
to the state. That is to say, the more profits an enterprise realizes, the 
more allowance capital it will get. Thus, commercial departments and 
enterprises at various levels must pay close attention to policies. They 
should, under the prerequisite of correctly implementing the policies, 
increase accumulations for the state and increase allowance capital for 

the enterprise, and should defixitely not increase profit allowance for 

the state through dishonest practices. They must strictly prevent cases 
that violate policies and violate financial and economic disciplines from 
happening. 


To do a good job of profit allowance and to enable the state to have more 
accumulations and the enterprise to have more profit allowance, we must 
improve management and administration in a big way. Build our country in 
a diligent and frugal manner, run our enterprises in a diligent and frugal 
manner and carry out all causes in a diligent and frugal manner--these are 
the long-term policies of our country's socialist construction. All enter- 
prises snould be diligent and frugal, should be careful in calculation 

and strict in budgeting, and should enable every cent to play the greatest 
possible role in the task of realizing the Four Modernizations. This is 
an importan* principle which commercial enterprises at various levels sust 
observe. Commercial enterprises are in charge of a large amount of prop- 
erty and capital of the state and need to use a large amownt of circula- 
tion costs every year. How to manage well these properties and expenses 
is an extremely important question in the managemey and administration of 
commercial enterprises. The commercial enterprises follow the price poli- 
cies set down by the state in carrying out activities of commodities 
purchase and sales. In these activities, they obtain a definite price 
difference through purchase and sales, a portion of which is used to com 
pensate expenditure and as profit allowance, while a large portion forms 
accumulations which the enterprise turns over to the state. The lowering 


33 











of commodities circulation costs is an important source by which the enter- 
prise increases its accumilation for the state. Thus, the commercial! 
enterprise must implement the general policy of “developing the economy 

and ensuring supplies.” On the one hand, it serves production and con- 
sumption. On the other hand, it relies on expanding commodities circula- 
tion and on lowering commodities circulation costs to increase accumulation 
Of course, to lower commodities circulation costs, we can only rely on the 
effort of the broad ranks of staffers and workers to improve management 
and administration so as to lower costs. We must definitely not disregard 
the demands made by the policies, disregard the needs of commodities cir- 
culation, disregard the quality of service and go after the lowering of 
costs in a onesided manner. If such a situation occurs, we must always 
oppose and correct it. 


Since the smashing of the “gang of four,” the commercial departments have 
scored tremendous achievements in improving management and administration. 
But we should be able to see that the level of enterprise management and 
administration at presenc is still very low. Some problems exict in var- 
ious trades and undertakings. There are overlapping organizations and 
superfluous links, and the channel of commodities circulation is unsmooth. 
In the case of some commodities, while the wholesale department has sup- 
plies, the retail department is short of supply; while the warehouse has 
supplies, the retail shop is out of supply. Due to poor management, some 
enterprises suffer losses over an extended period of time. Compared to 
the all time high, some enterprises are still lagging far behind in var- 
ious economic targets. The amount of commodities damage and waste and , 
property loss is great. Unreasonable obligations of en route commodities, \ 
noncommodity fund and settled fund are still very high, and so on and so 
forth. All this states clearly that the potential for improving manage- 
ment and administration is still very great, and that we must grasp it 
with great effort. What should be the major approaches to improving man- 
agement and administration? We must strengthen the procurement and sale 
of industrial and agricultural products, enhance the development of indus- 
trial and agricultural production, work hard to expand commodities cir- 
clation and do a good job of market supply. We must persevere in setting 
up wholesale organs according to economic zones, disband or combine over- 
lapping organs and lop off unnecessary middle links. We must do a good 
job of economic accounting and continue to grasp relentlessly the task of 
making up deficits and increasing surpluses. We must check up on produc- 
tion and verify materials, classify and line up the storage of commodities 
and grasp the handling of problematic commodities. We must rectify commer- 
cial-run industries, increase production, raise quality, lower cost and 
increase accumulation. We must popularly launch the movement to increase 
production and practice economy, take increasing production and practicing 
economy as our content and Launch labor emulation in a penetrating and 
sustained manner. Through the above measures, we can promote our enter- 
prise management and promote the entire commercial work. Only this is the 
correct path for every enterprise to take in increasing accumulation for 
the state and increasing profit allowance for the enterprise. 


* 








(ITT) 


We must correctly grasp and manage the profit allowance fund. The key to 
whether or not we can correctly grasp and manage the profit allowance fund 
lies in whether or not we can properly trial-implement the method of profit 
allowance. We must follow the rules in drawing from the profit allowance 
fund and use it ac.ording to the realm designated by the rules as well as 
according to the ratified plan. We must not overdraw. We must not occupy 
the profits to be turned over to the state. We must not use the fund 
outside the system of commercial departments. No departments can transfer, 
divert, and occupy the fund. We must make careful calculation and strict 
budgeting and use it economically, use it appropriately and use it where 

it is needed most. We must consider the economic results. We must strictly 
forbid the building of “buildings, halls and other dwelling places." In 
grasping the profit allowance fund, in order to bring the effect of the 
fund into full play so as to mobilize the enthusiasm in various aspects, 
we must not only prevent the fund from becoming too concentrated, but must 
aiso prevent it from becoming too scattered. If the fund is too concen- 
trated, it will not only be unfavorable to mobilize the enthusiasm of 
enterprises at various levels, but will increase a lot of routine work. 

If the fund is too scattered, then the situation in which one place will 
not have enough when it needs the money while another place will have too 
much when it does not need any will occur. This way, not only will we be 
unable to bring into play the role which the fund should play, but we waste 
the fund too. The various localities should make appropriate arrangements 
according to their specific conditions. In terms of items, whatever favors 
concentrated management can be grasped and arranged by commercial adminis- 
tative departments at higher levels and enterprises in charge. But the 
manager (factory chief) fund is mainly used according to what the state 
stipulates on issuing awards for staffers and workers and on running col- 
lective welfare. It should be put in the enterprise and handed to the 
enterprise for management and use. Units at higher levels cannot randomly 
transfer the fund. In using it, the enterprise should implement the 
principle of distribution according to work in awarding staffers and work- 
ers. At the same time, according to needs, it should run canteens for 
staffers and workers, nurseries, nursing rooms and other collective welfare 
causes. The profit allowance of commercial-run industries should all be 
used as fees for technological reform and fees for simple and easy construc- 
tions, and cannot be used otherwise. Pr ently, the facilities of commer- 
cial cum industries are old and the tr .anology is backward. In order to 
change in a planned and systematic manner the backward state of the facil- 
ities and technology, we can, according to subordir ting relationships, 
kave departments in charge at higher levels approp..ately concentrate a 
portion of the profit allowance fund of the commercial-run industries and 
make unified planning for its use in order of importance and urgency. 





(LV) 


Strengthen leadership and sum up experiences. We have practiced the profit 
allowance system in the past. It has solved many practical needs in busi- 
ness and has played a definite role in promoting the enterprise's purchase 
and sales activities and in bringing the enthusiasm of the enterprise into 
play. Afterwards, it was abolished as a result of the interference and 
sabotage of Lin Biao and the “gang of four." Having smashed Lin Biao and 
the “gang of four," the whole party has realized a shift in its focus of 
work and has swept clean the obstacles and prepared the conditions for the 
implementation of the profit allowance system. But the trial-implementa- 
tion of the method of profit allowance on this present occasion is not a 
repetition of the previous method ot profit allowance. Rather, it is 
formulated in accordance with the new historical period, in conformity to 
the needs of the present actual situation and on the basis of summing up 
past experiences. The method of profit allowance has developed forward 
to a great extent. Whether in content, sphere and method, it is vastly 
different from the past. In this sense, the trial-implementation of the 
method of profit allowance on this occasion is a new work. The leadership 
at various levels and the broad ranks of staffers and workers of the com- 
mercial departments should place themselves under the leadership of their 
local party committees, conscientiously implement the “Circular for the 
System of Commercial Departments on Trial-Implementing the Method of Profit 
Allowance" by the Ministry of Finance and the Ministry of Commerce, take 
the initiative in cooperating with concerned departments, obtain the support 
of the financial, banking, labor and goods and materials departments and 
truly do this work well, so as to enable the profit allowance system to 
become an effective tool in urging the enterprise on to improve management 
and administration and to actively create conditions for further reforming 
the enterprise's financial management. In implementation, we must pay 
attention to new conditions and new problems, condu.t investigations and 
study and sum up experiences so as to gradually perfect this profit allow- 
ance system and enable it to render still greater contributions to the 
realization of the Four Modernizations. 
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NATIONAL ECONOMIC POLICY 


PUTTING AN END TO WASTE SAID URGENT TASK 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 7, 20 Jul 79 
pp 11-15 


[Article by Cai Bianwen [5591 6708 2429]: “Putting an End to Waste Is the 
Urgent Task in the Realization of the Four Modernizations"™] 


[Text] To realize the shift of the focus of work and to do a good job of 
readjustment, reform, rectification and promotion are the new tasks which 
the financial and economic fronts are facing at present and are a battle 
of strategic significance in the realization of the Four Modernizations. 
We must regard the launching of the movement to increase production and 
practice economy as a major issue. 


In the movement to increase production and practice economy, we should put 
similar emphasis on increasing production and on practicing economy, and 
increase production in a big way on the one hand and practice economy 
rigorously on the other. In particular, we should put an end to waste, 
regard it as an urgent task and grasp it vigorously and properly. The 
question of putting an end to waste is related to whether we can accumu- 
late more or fewer funds and whether we can develop faster or slower, and 
is related to the major question of whether or not we can realize the Four 
Modernizations before the end of the century. This article will attempt 
to discuss several viewpoints and opinions on this issue. 


(T) 


As early as 1934, Chairman Mao pointed out: "Corruption and waste are 
cardinal crimes." In the arduous years of the revolutionary wars, the 
party led the broad ranks of army men and civilians to oppose corruption 
and waste, make an effort to save every copper and ‘uarantee economically 
the victory of the revolutionary wars. Not long atter the birth of new 
China, the Party Central Committee headed by Chairman Mao launched the 
“three-anti" and “five-anti" movements on a grand scale, seriously handled 
the cases of corruption of Liu Qingshan [0495 7230 1472] and Zhang Zishan 
{1728 1311 0810], repulsed the frantic onslaught of the bourgeoisie, 
cleaned up the filth and mire left behind by the old society and eliminated 
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the obstacles to a large-scale economic construction. Since the smashing 

of the “gang of four,” the Party Central Committee and the State Council 
have seriously handled the problem of some leading personnel of the former 
Luda municipal party committee and the former Zhumadian prefectural party 
committee in Honan Province in seriously violating financial and economic 
discipline, dealt blows to the evil wind and enforced financial and economic 
discipline. All this was of great significance to speeding up the Four 
Modernization construction. 


Graft and embezzlement are criminal acts. They are publicly acknowledged 
to be so and are abhorred by men. Nevertheless, waste is different from 
corruption. First, unlike graft and embezzlement, it does not do harm 

to the public for personal gains and does not turn public property into 
private property. It is different in nature and is therefore often unno- 
ticed by men. Secondly, at present, the state has not yet formulated a 
law that punishes waste. Thirdly, a social atmosphere that regards waste 
as shameful has not yet been brought about and waste has not been looked 
upon as an offense. Not only so; toward certain engineering projects or 
causes, people often make allowance for waste because of the importance 
of the projects. The saying that “once one enters a large work site, one 
steps on renminbi" reflects just such a situation. Although it is differ- 
ent in nature from graft and embezzlement, this does not mean that waste 
is therefore not an offense. This is because, ultimately, the act of 
graft and the act of waste take different paths yet end up on the same 
road of directly bringing harm to the basic interests of the state and 
its people and of trampling on the blood and sweat of the people. For 
instance: 


At present, the excessive length of the basic construction front, the poor 
results of investment and the serious condition of waste iorm a prominent 
question. Comparing the "First Five-Year Plan" with the "Fourth Five-Year 
Plan,” in the investment of every 100 yuan, the newly-increased fixed 

asset has dropped from 83.7 yuan to 31.4 yuan, a one-third drop. The pro- 
portion of the completed projects which are plunged into production to the 
engineering projects has dropped from 43 percent to 25 percent. The period 
of construction for large- and medium-scale projects has extended from 
around 5 years to around 10 years; the period has doubled. At present, 
among the 28 local medium-scale steel mills in construction, 19 have al- 
ready been in construction for over 20 years. Iron and steel enterprises 
are definitely not the only basic construction projects that involve such 

a long period of construction. As a result of the long period of construc- 
tion, not only is the speed of the development of construction seriously 
affected but the expenses in the protection of the engineering project, 

the maintenance of equipment and wages are increased in a big way too. A 
rough estimate shows that, if the completion of the basic construction 
projects throughout the country is delayed 1 year, then the item of wages 
alone will use up 5 billion yuan, which will double the 2.5 billion yuan 

of profit which the state-run enterprises throughout the year brought 
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about through hard fighting for 1 year in 1977. If we use the money for 
increasing wages, we will give every staffer and worker more than one step 
increase. 


voor product quality, large amount of waste products and irrelevant goods 
also form a prominent question. In this respect, we have been taught a 
lesson previously. In the 3 years of difficulties, the “losses from the 
three clearances” verified by the industrial, communications and transport 
and commercial enterprises amounted to some 15 billion yuan. Till this 
day, there has been no exact estimate of the losses in this respect. In 
accordance with the investigations on typical «ases, in the first half of 
1978, among the total reserve of the agricultural machinery companies 
throughout the country, there are over 1.58 bijlion yuan of dull, shopworn 
and useless goods, which amount to 27.2 percent of the total reserve. This 
not only obligates a large amount of funds but also increases expenses in 

a big way and wastes a large amount of fuel, metive power and raw materials 
of the state. Poor product quality not only is a waste of the manpower, 
material power and financial power of a production unit, but brings troubles 
and losses to the consuming unit too. With some electrical machinery prod- 
ucts whose quality is poor, the screws come off in the midst of operation, 
causing power failure in the electricity plant and production stoppage in 
the factory. Because the quality of some stee] rails is inferior, major 
accidents occur; for instance, rails break and crack, carriages are de- 
railed, transportation comes to a halt. Because the quality of daily 
necessities is poor, twoare not even as durable as one. As a result, 
prices have to be marked down, causing the state to lose several hundred 
million yuan. Because of poor quality, some export products not only 

bring about serious economic losses to the state, but also affect the 
prestige of the nation. 


At present, the commercial departments in the cities throughout the country 
have some 3 billion yuan of en route commodities, holding up a large amount 
of commodities and funds. It is estimated that, as long as the expense of 
marketing grain and oil products throughout the country returns to an all 
time high, then 1.3 billion yuan can be economized in 1 year; and that, as 
long as the fluid capital obligated by rural commerce returns to an all 
time high, then 2.6 billion yuan of funds can be economized in 1 year. 
These two items alone will have economized nearly 4 billion ywan of funds. 
If we spend this sum of money on building residential houses, we can in- 
crease the civil construction acreage by some 18 million square meters and 
can solve the housing problem of over 610,000 households. 


As a result of poor management, imperfect system, ack discipline and 
bureaucratism in the warehouse, serious phenomena of wastes and losses 
such as decay, change of quality, loss and shortage of products have also 
occurred. For instance, in the No. 522 warehouse of the Chengdu Chinese 
crude drugs station, over 50 kinds of crude drugs amounting to several 
hundred jin and with a value of over 4.4 million yuan have decayed. The 
decayed crude drugs which have been cleaned up have already formed two 
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small hills each over 10 meters high and with a diameter of 7 to 8 meters. 
A work team of a harbor did not act according to the rules of loading and 
unloading, did not classify the commodities and did not handle the commodi- 
ties gently, but piled them up randomly. It even poured the commodities 
into the warehouses in large amounts, put the heavy goods on top of the 
light goods, and turned the warehouse into a mess. As a result, a large 
amount of goods were damaged, the sailing schedule of ships was cancelled, 
and the passengers asked for refunds for their tickets. Complaints were 
heard all over the place and extremely bad influences were brought about. 


Such phenowena as jobbery, indulgement in recreation, party and gift giv- 
ing, pleasure-seeking and extravagance and waste are even more commonly 
found everywhere. For instance, some leading personnel of the Xiang County 
in Honan Province have in the past 3 years given away as gifts 110,000 
cigarzttes, some 99,000 jin of wine, some 75,000 jin of incense oil and 
some 280,000 jin of grain. They have seriously violated the Party Central 
Committee's regulation forbidding party and gift giving and :..uined the 
party's glorious tradition of struggling arduously and undertaking all 
causes in a diligent and frugal manner. At the same time, they have cor- 
rupted some staffers and workers. 


In short, waste is extremely dangerous to our party and state. Economic- 
ally, it wastes a large amount of the state's assets, tramples on the 
blood and sweat of the people, makes things convenient for graft and em- 
bezzlement, weakens the actual strength of the state's economy and affects 
the speed of the state's economic construction and the raising of the 
people's material and cultural living standards. Ina word, it undermines 
the foundation of socialism and holds back the Four Modernizations. Polit- 
ically, it corrupts the fighting will of the people, ruins our party's 
tradition and style of work, and causes some people to become borers on 
sccialism. Some people even collude with the new and old counterrevolu- 
tiunary elements in society to endanger the socialist construction cause. 
We must not be careless about this. 


(11) 


We should say that, in the large-scale examination of financial and economic 
disciplines under the leadership of the Party Central Committee, the major- 
ity of comrades have begun to attach importance to the question of loss and 
waste in economic construction. Nevertheless, some comrades still embrace 
the following middle-headed notions and erroneous understandings: 


Some people hold that the launching in a big way of engineering projects 
outside the plan is for the purpose of launching more and faster projects, 
and that the motive and point of departure are good. We hold that this is 
incorrect. What we practice is planned economy. In launching economic 
construction, we must do so in a planned and systematic manner in accord- 
ance with objective economic laws, in accordance with the party's line 
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and specific and general policies, and in accordance with the national 
economic plan. We must distinguish the primary from the secondary, what 
comes first from what comes next, the light from the heavy and the slow 
from the urgent. We must not rush headlong into something, allew things 
to spring up everywhere and try to attend to big and small matters all at 
once. What we should do first and what we should do afterwards should be 
in accordance with the needs of the state and the capacity of manpowe-, 
material power and financial power, should be done in a unified and all- 
around manner, in a comprehensive and balanced manner and should be done 
Strictly according to plan. Only in this way can we enable the national 
economy to develop in a sustained and stable manner and at high speed. 

If we de not act in accordance with the state plan, but only take into 
consideration the needs of our own locality, our own department and our 
own unit, we will confuse the basic construction projects. We will there- 
fore inevitably upset the state plan, scatter the funds, goods and mate- 
rials, and manpower which the state allocates for key constructions and 
obstruct the state's key constructions. Superficially, a locality, a 
department and a unit that launches many projects will look as though it 
were making a big effort and going all out. But in fact, the scattering 
and insufficiency of manpower, material power and financial power will 
result in the failure of the state as well as the locality, the depart- 
ment and the unit to fulfill the plan, in the formation of an excessively 
long capital construction front, in a large amount of “superfluous engin- 
eering projects,” in protracted battles of attrition and in the creation 
of extremely great wastes of manpower, material power and financial power. 
Even if the secondary engineering projects of the locality, the department 
and the unit have been promoted, the speed of the state's construction 
will still be slowed down if the state's large-scale and key engineering 
projects fail to be promoted. 


Those localities, departments and units which use the ;retext of produc- 
tion and construction in actually striving to build buildings, halls and 
other dwelling places are even more intolerable, for they violate finan- 
cial and economic disciplines and undermine the state economic construc- 
tion. We are observers of the theory of the unity of motive and result; 
we cannot use good motive as an excuse for poor result. Those methods of 
confusing capital construction projects and of launching projects randomly 
must from now on be resolutely prohibited. 


Some people say: “Our country is a large household that has a large cause. 
It does not matter to waste a little." This is even more incorrect. 

Before the liberation, our nation was a semi-feudal semi-colonial country. 
After the liberation, in less than 30 years, we ha... traversed the path 
which has taken the capitalist countries half a century to traverse. This 
is an amazing event. Now, we have already had the material basis for the 
realization of the Four Modernizations. Our country's land is vast, our 
population immense and our material resources rich and abundant. Truly, 
we have a large household that has a large cause. These are all favorable 
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conditions which we are proud of. But, we must be able to see soberly that 
our foundation is still very poor. Furthermore, in the past 10 years, we 
have suffered the serious catastrophe of Lin Biao and the “gang of four.” 
Our country's industrial level is still very low and is still much below 
that of the advanced nations. Our country’s agricultural production is 
still primarily built on the basis of manual operation. 


Several hundred millions of people have to be fed. Compared to the world's 
advanced level, our country's scientific and technological level at present 
is still some 15 to 20 years behind in most areas. We still need to wage 
great effort and strive hard for 10 to 20 years before we can catch up. 
Thus, we must give prominence to the fine working style of arduous struggle 
and diligence and frugality. We must not stand still and refuse to make 
progress, indulge in parochial arrogance and lose our heads in a moment of 
excitement. There is a popular saying tha* goes like this: “Drops of 
water can form a river." There are over 10,000 large- and medium-scale 
enterprises throughout the country and there are countless numbers of 

local medium- and small-scale enterprises and commune and brigade enter- 
prises which spread all over the country. If each enterprise wastes a 
little bit, it will be a large sum when put together by enterprises through- 
out the nation. Furthermore, some do not waste just a little, but incur 
losses and wastes of tens of thousands, hundreds of thousands, millions 

and even hundreds of millions. How then can we say that it does not hurt 
to waste just a little? Moreover, even if we waste just a little, we are 
also wasting the crystal of the hard work of the people. We only have the 
duty to manage and use things well, and definitely do not have the right 

to waste things. 





Some people say that waste is a fact. But that is for the sake of con- 
struction and for the public and is not for personal gains, and that 
nothing goes into their own pockets. This attitude is also incorrect. 

We should say that some people truly do not pocket the money; but does it 
mean that it is therefore right to waste the state's property and trample 
on the blood and sweat of the people? Is it not regrettable? Just 
examine your conscience; if it is the property of the individual, then 
can you haphazardly trample on and waste it? Let alone the fact that some 
people do pocket or pocket in an indirect manner the money of the state 
and the collective. For instance, some counties in Zhumadian prefecture 
have misappropriated relief funds and relief materials to build high- 
standard “secretary's quarters" to the pleasure of a few people. Is not 
this more skilfully done than pocketing the money? Or again for instance, 
the secretary of the party branch of a certain production brigade in Yantai 
municipality complained that the five large tile-roofed houses which were 
given to him during the agrarian reform were not luxurious enough. So he 
asked the brigade to dispatch workers and materials to build a small 
western-style house, in which there were bedrooms, kitc’ © ‘torage rooms 
and reception rooms. In the garder there were several dis... pots of 
flowers and green plants and aquariums of varicus sizes. What is this if 





this is net pocketing the money? Some people, under the pretext of doing 
things ter the small collective, Ignere the overall Interest of the state 
and its people. How different is this expanded individualism from pocket- 
ing the money? 


Some people hold that waste is unavoidable because they are inc xperienced 
in Launching large-scale economic construction. We hold that insufficient 
experience is a fact. But we have already undertaken construction for 
nearly 30 years. We cannot say that we are totally inexperienced. We 
have not only accumulated successful experiences but also lessons of de- 
feat. We have had positive experiences as well as negative experiences. 
For some comrades who have newly participated in work, who are inexper- 
ienced and who have therefore failed to do their work properly and have 
brought about some waste, we can pay some tuition fees. This is under- 
standable. But, toward the majority of comrades, it is not a question of 
inexperience, but a failure to sum up experiences well in order to reduce 
and prevent waste. No one should be excused for being extravagant, care- 
less, irresponsible and for even violating the law and discipline under 
the pretext of inexperience. Even if one does not have sufficient exper- 
ience, as long as one acts in accordance with the party's line, general 
and specific policies and regulations, remains modest and prudent, over- 
comes arrogance and rashness, trusts fully in the masses, relies on the 
masses, follows the mass line, proceeds from reality and does things in a 
practical and realistic manner, one is entirely able to do one's work well 
without bringing about any or many losses and wastes. Moreover, many 
phenomena of waste at present are not brought about by inexperience at 
all. For instance, capital construction must be launched according to 
procedure. This is minimum commonsense. But many units hastily launch 
their projects before the construction program is defined, and launch 
engineering projects even when some techniques have not yet passed the 
tests. As a result, either all are wasted, or a large amount of manpower, 
material power and financial power are wasted due to simultaneous construc- 
tion, revision or cancellation of a project. For instance, without geo- 
logical prospecting information and raw materials for design, a certain 
mining area blindly launched its work. It has been in construction for 

7 years and has used up an investment of 8.63 million yuan. Finally, 
because the ores are of low grade and the underground water is too big, 
operation is forced to stop. The engineering project under the well which 
has already used up 7 million yuan may have to be wasted altogether. Can 
situations like this also not be avoided? 


(111) 


At present, the phenomenon of waste in some localities, departments and 
units is more serious. There are many reasons for that. There are internal 
problems as well as external problems. But mainly, it is because the per- 
nicious influence of Lin Biao and the “gang of four" has not been eradicat- 
ed. Some people who are victimized by it pursue a bourgeois style of 
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living. They thirst for enjoyment, disregard the blood and sweat of the 
people and indulge in extravagance and waste. In addition, the siscalcu- 
lation in planning of the economic Leading organs, certain shortcomings 
in the system of management, confusion in enterprise management and so 
forth all lead to tremendous wastes. Thus, in opposing waste and vigor- 
ously practicing economy, we must undoubtedly make effort in both the 
higher and the lower levels and in various aspects. In order to put an 
end to waste, I now propose the following viewpoints: 


1. Strengthen party leadership and constantly educate cadres and staffers 
and workers to be honest in performing their official duties, to struggle 
arduously, to carry out careful calculation and strict budgeting, to be 
hardworking and frugal and practice economy and to strictly observe finan- 
cial and economic disciplines and the various rules and regulations. 


We must further eradicate the pernicious influence of Lin Biao and the 
“gang of four," bring order out of chaos, vigorously commend the good 
people and good deeds of honesty in performing official duties and of ex- 
emplary adherence to financial and economic disciplines, and erect the 
correct attitude of caring about the state's property. We must give prom- 
inence to the fine traditions and styles of hard work, diligence and 
economy, and arduous struggle, criticize the bourgeois thinking of going 
after pleasure, harming others to benefit oneself and extravagance and 
waste, and make everyone recognize that the funds, manpower and material 
resources needed for state construction do not come easily, recognize 
that honesty in performing official duties is glorious and spendthrift 
and waste are shameful, and that waste is also a criminal act. The lead- 
ing cadres at various levels must set themselves as examples, practice 
diligence, frugality and economy, put an end to waste, and be models in 
observing financial and economic disciplines and the system of financial 
accounting. 


Il. Establish and perfect the legal system. We must establish various 
economic regulations and laws and set up an economic court. 


To develop the national economy in a planned and proportionate manner and 
at a high speed, we must have a perfect legal system. In particular, we 
must have economic legislation and judicature in order to enhance the 
realization of the Four Modernizations. We believe that there is a neces- 
sity in promulgating the laws on putting an end to waste and in bringing 
to justice those criminal elements who seriously undermine the socialist 
economy, who seriously violate the financial and economic discipline and 
who waste in a big way the state's assets. If we do not do so, we cannot 
put an end to waste altogether and cannot guarantee our Four Moderniza- 
tions. 
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Ill. Establish and perfect the system of economic responsibility and the 
system of compensation. 


To manage the economy with economic methods, we must establish and perfect 
the various systems of economic responsibility and systems of compensation. 
Under the state's unified planning, clarifying the economic responsibilities 
of the state and the enterprise is favorable to mobilizing the enthusiasm 
of the enterprises and favorable to preventing and reducing the wastes 
brought about by miscalculation in planning and improper work. As stipu- 
lated by the Thirty Points of Industry, the state practices “five stipula- 
tions” on the enterprise and the enterprise implements “five guarantees” 
on the state. The state commends the enterprise that fulfills its tasks 

in an all-around manner, while enterprises and individuals that fail to 
fulfill the tasks should shoulder certain economic responsibilities. As 
regards the great amount of wastes and losses brought about by confusion 

in enterprise management or violation of law and discipline, it is neces- 
sary to seek economic responsibility from the leading personnel or people 
involved in the enterprise; then, in accordance with the Law and the con- 
dition of loss, disciplinary measures such as fines, cancellation of wages 
or deduction of wages will be taken. Especially serious cases will be 
dealt with according to the law. 


IV. Implement democratic management and strengthen mass supervision. 


A study of the roots of the previous confusion in enterprise management 
and serious conditions of wastes and losses shows that one important factor 
is the lack of democratic management and mass supervision. Many major 
issues in an enterprise, such as production planning, labor arrangement, 
management and administration, technical reform, production funds, funds 
for rewards, living welfare, labor protection and the expense of various 
economic funds are either never or rarely submitted to the staffers and 
workers representative conferences or the staffers and workers rallies 

for discussion. Instead of wobilizing the staffers and workers to carry 
out supervision, these questions are handled by a few leading personnel. 
Thus, many loopholes and wastes and losses in work are not attended by 
anybody. From now on, we must convene at fixed intervals staffers and 
workers representative conferences or staffers and workers rallies. All 
the major economic activities of an enterprise must be submitted to the 
staffers and workers for discussion and supervision. Also, we must publi- 
zice the accounts at fixed intervals and receive supervision of the masses 
in order to prevent and reduce wastes. 


Vv. Bring into full play the role of supervision of the financial and 
accounting personnel. 


The leadership of various localities, departments and units must practic- 


ally strengthen financial and accounting work, perfect the financial and 
accounting organs, consolidate the financial and accounting personnel, 
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strictly implement the financial and accounting system and support the work 
of the financial and accounting personnel. Financial and accounting per- 
sonnel must work hard for the prosperity of the country, practice diligence, 
frugality and economy, and do their work well. They must forever maintain 
the styles of hard work and plain living, honesty in performing official 
duties, and careful calculation and strict budgeting, look upon the factory 
as their home, resolutely boycott the corrosion of the bourgeois thinking 
and wage an uncompromising struggle against all acts of extravagance and 
waste, corruption and deterioration, speculation and violation of law and 
discipline. They must practically manage and use well the various funds 
and protect well the state's property. 





In shifting the focus of work and launching the m-vement to increase pro- 
duction and practice economy, it is truly our urg.at task to resolutely 
forbid spendthrift and waste and economize the state's assets. We must 
vigorously give prominence to the party's fine traditions of struggling 
arduously and of practicing diligence, frugality and economy. We must 
enable everyone to understand this principle that practicing economy is 
glorious, indulging in waste is shameful and corruption is a crime. 
Through the movement to increase production and practice economy, ve must 
bring about a new change in our ideology, in our working style, and in 
our work. We must welcome the arrival of the glorious festival of the 
wth anniversary of the founding of the nation with outstanding achieve- 
ments. 


9335 
CSO: 4006 
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NATIONAL ECONOMIC POLICY 


GAINS IN GRANTING AUTONOMY TO MUNICIPAL COLLECTIVE ENTERPRISES CITED 
Beijing BEIJING RIBAO in Chinese 18 Oct 79 p 3 


{Article by BEIJINW RIBAO reporter Zhao Yungiu (6392 4596 4428": “Restoring 
Independence to Municipal Collective Enterprises”) 


(Text] Recently this reporter called on several collectively owned enter- 
prises--so-called “big collectives”"--under the jurisdiction of the No 2 
Bureau of Light Industry and the Bureau of Textile Industry. The leadirg 
comrades in these enterprises talked about the complete lack of independence 
in the enterprises, exaggerating a bit when saying that not even a penny can 
be spent without approval from higher authority, which makes it very hard to 
work up enthusiasm in the enterprises. The State Council has now issued 
official directives on the expansion of autonomy in state enterprises; 
experiments have been made and some experiences collected with very good 
results. Along with the development of economic reforms, the problem of 
restoring autonomy to municipal collective enterprises has already been 
placed on the prograz. 


The leading comrades in these enterprises told this reporter that so far 
there has been no experience in restoring autonomy to municipal collective 
enterprises, and the state also has not set up uniform arrangements. Judging 
from the character of the collective enterprises, their autonomy should be 
greater than that of state enterprises and should be applied in more cases. 
This means that collective enterprises should have more independence of 
operations than state enterprises. 


To implement the principle of independent operations, the enterprises should, 
in their business operations, assume sole responsibility for their profits 
and losses, and in their management they should operate their plants demo- 


cratically. 


In the past, all profits from state enterprises had to be remitted to the 
higher authority, and the government would then allot investments; this is 
called “unified receipts and expenditure.” Profits at the large collective 
enterprises under the jurisdiction of the No 2 Bureau of Light Industry and 
the Textile Industry Bureau were also remitted to higher authority, but the 


47 














method and scope of these remittances differed from those 
prises. The collective enterprises remitted tax in the fo 
tax on profits to the financial departments, and the state not reinvest 
in these enterprises. All profits after tax were reuitted the superior 
department, bureau or company to be used collectively; this was called 
“joint sharing of profits and losses.” This means that the state enterprises 
were “eating from one pot” on a nationwide scale, while the collective enter- 
prises were “eating from one pot” on a local scale or within the directly 
superior administrative unit. To abolish this system of “eating from one 
pot,” wich obstructs the development of production, it is necessary to con- 
vert the “joint sharing of profits and losses” into a system of sole respon- 
sivility of individual enterprises for their profits and losses. 


did 
t 


The fundamental problem with sole responsibility for profits and losses is « 
problem of financial authority. Some of the collective enterprises under the 
No 2 Bureau of Light Industry and the Textile Industry Bureau have already 
carried out, on a trial basis, a system of retaining profits. This method 
operates in such a way that, out of the profits after tax of an enterprise, 

@ certain limited amount may be retained and disposed of by the enterprise 
itself, out there is only minimal financial authority, or none at all, 
beyond that. This method actually conflicts with the character of the col- 
lective enterprise. Apart from paying taxes to the goverment, the collec- 
tive enterprise should have complete freedom in the allocation of profits 

it has created. Therefore, when a system of self-responsibility for provits 
and losses is instituted, a major portion of the prvfits after taxes--apart 
from one portion which i« to be remitted to the departmert as an administra- 
tive charge for collective use (this portion must not be large and gust 
furthermore be fixed for several years)--shall be at the free disposal of 
the enterprise. A comrade from the Dyeing and Weaving Compesy had the follow- 
ing thoughts on the distribution of profits at collective enterprises: 10 
percent of the profits after taxes shall be remitted to the department as an 
administrative charge for unified use and shall revert to the enterprises in 
the form of loans. Whenever enterprises experience a shortage of funds, they 
may apply for loans, which should carry no interest charge for short periods, 
but a fine of 10 percent shall be charged for delayed repayment. The balance 
of 9O percent shall be divided into three portions: 12-15 percent shall be 
for bonuses to staff and workers, 15 percent for collective welfare and 60 
percent for production development and renewal in the enterprises and to tap 
latent potentialities in the enterprises. Under normal conditions the depart- 
ment in administrative charge will not reinvest funds. All expenses of the 
enterprise shall be covered from its own profits. If the enterprise is run 
well, it will be able nc* +’ to expand its reproduction but also to solve 
welfare problems of itr ..4 workers, for instance, build living quarters 
for staff and workers, o, ..° arsery schools and engag.: in similar activi- 
ties. 


This will certainly raise production zeal in the enterprises to new and greater 
heights. However, the comrade added that this plan will probably get nowhere, 








because the municipality has ruled that out of the profits after taxes of 
these enterprises 20 percent shall be used for the overall building of 
staff and workers quarters and 10 percent to develop collective service 
undertakings in the city. Therefore, if the local financial offices still 
want to extract the profits from collective enterprises, it will be very 
hard to institute e system of self-responsibility for profits and iosses. 


Apart from the question of profit distribution, the leading comrades in 
the collective enterprises also had a number of other ideas and opinions 
on such questions as tax income, fixed asset depreciation and loan of 
working funds. 


At present, income tax on the profits of collective enterprises is levied 
at a uniform rate of 55 percent. However, the disparity in equipment and 
technological conditions among the various collective enterprises is very 
great; their ability to operate profitably and their profit rates also 
differ widely. It is therefore unreasonable to levy tax at a uniform rate. 
They suggest that the finance and tax departments do another study and 
decide on a new set of tax methods. 


The rate of depreciation for fixed assets is universally very low. In 
general the annual rate is 5-5 percent, which means that even if the total 
depreciation is left with the enterprise and no repair charges are deducted, 
it will take 12 to 20 years to renew fixed assets. For instance, the Beijing 
Lock Manufacturing Plant has over 1.2 million yuan in fixed assets. The 
monthly depreciation is somewhat over 6,000 yuan, or somewhat over 72,000 
yuan per year, about 6 percent. The plant remits to the bureau 50 percent, 
and only 3,000 yuan a month is retained by the plant. This is not sufficient 
for maintenance and repairs, not to mention equipment renewal. If a system 
of self-responsibility for profits and losses is instituted, the depreciation 
rate for fixed assets must be raised, and the rule must be that special funds 
must be used for their particular purposes, so that enterprises will have the 
ability to renew their equipment and develop production. 


At present, all working capital of collective enterprises is remitted to them 
from the department in administrative charge, but frequently, for various 
reasons (for instance, if the supply of certain raw materials is uncertain 
and such materials must be stocked for emergency use, making it necessary 

to tie up a large amount of capital, and similar cases), the amount is insuf- 
ficient and a bank loan must be obtained with prior approval by the higher 
authority. However, s’nce the enterprise itself has no financial powers, it 
frequently does not bi.ve the strength to repay this kind of loan for many 
years. With a syst:m of self-responsibility for rofits and losses, such 
loans will bear in’erest, and even very high interest; the collective enter- 
prise should ther fore gradually accumulate sufficient working capital from 
its profits. 


Many comrades believe that instituting self-responsibility for profits and 
losses should permit the collective enterprises to produce some products 
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for which there is demand, to be sold by the enterprise itself, after ful- 
filling the plan production ordered by the higher authority. On fully 
satisfying the state's purchase orders, the enterprise should have the 
authority to itsel: sell its own products, which would entail opening 
branch sales offices outside its plant. Beyond what the state supply 
plans provide, the enterprise should have the authority to make its own 
arrangements to solve raw material and fuel prob’ems. If solutions to 
these problems (including motive power) are not iound, autonomy in enter- 
prises will also come to nothing. 


Enterprises that create foreign exchange shall be entitled to a portion of 
the foreign exchange. With prior approval from the department in admini- 
strative charge, collective enterprises may directly contact foreign bus- 
iness enterprises and even dispatch personnel abroad for inspection, study 
or business negotiations, etc. 


If collective enterprises incur losses due to unfavorable operations, the 
responsibility for such should be investigated. If they are not due to 
objective causes, the salary of the leading personnel shall be withheld. 
If the losses prevent further operation of the enterprise, the department 
in administrative charge may authorize a bank loan. If the bank investi- 
gation proves that the enterprise may recover its losses in a short time, 
the bank may grant a temporary loan. Otherwise, an enterprise will not be 
able to continue operations and will have to dispose of its assets, close 
down or change to other lines of production. This kind of pressure is 
beneficial in that it will force enterprises to do their utmost to increase 
production, exercise economy and create profits in order to keep alive and 
keep developing. 


"Democratic operation of plants" means that the whole body of staff and 
workers shall have the opportunity to contribute opinions and decide on 
all affairs of the enterprise. 


All the enterprises that this reporter visited are regularly calling meet- 
ings of the committees of staff and worker delegates, but the authority of 
these committees is limited to discussing plans handed down by higher auth- 
ority and voicing criticism and suggestions as to the operation and manage- 
ment of the enterprise. As to incompetent leadership, the committees only 
have the right to suggest to the higher authority that the leadership be 
recalled or changed. However, in actual fact even these rights have not 
been exercised. In most enterprises the functions of the committees of 
staff and worker delegates are not being well performed. 


When autonomy is restored to collective enterprises, the committee of staff 
and worker delegates must be the highest power structure in the enterprise. 
This committee shall have the power to elect and dismiss the leading person- 
nel in the enterprise and to determine the production plan of the enterprise, 
its management, assignment of personnel and the welfare benefits for staff 











and workers. It shall also determine salaries, wages and bonuses (if pro- 
duction in an enterprise develops well, the salaries, wages and bonuses to 
its staff and workers, as well as welfare benefits, may ail exceed those 
in state enterprises). It shall determine the distribution of enterprise 
profits, the employment of new or the retirement of old workers, rewards 
and fines for staff and workers, including the selection of model workers 
and the dismissal of bad elements, and other such questions. The plant 
manager shall work under the guidance and supervision of the committee. 
Some comrades have also suggested the reintroduction of boards of direc- 
tors and boards of trustees to insure that resolutions of the committee 
of staff and worker delegates are being carried out. 
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GENERAL ECONOMIC INFORMATION 


ACCOUNTING SUBJECTS, THEIR IMPORTANCE DISCUSSED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 7, 20 Jul 
79 pp 29-32, 38 


[Article by Gao Hongzhang [7559 1347 4545] of the Shanxi Financial and 
Economic Institute: "The Subject of Accounting"] 


[Text] In our socialist enterprises, causes and other units, economic 
undertakings of various natures take place every day, which bring about 
continuous increases and decreases in the obligated funds and the sources 
of funds. Accounting should make use of accounting subjects to reflect 
and supervise in separate categories these changes and their results and 
supply the various materials that are needed in economic managements. 
What is an accounting subject? According to what principles are account- 
ing subjects set up? And how do we correctly make use of accounting 
subjects? In the following, we will discuss these issues by using state- 
run industrial enterprises as examples. 


I. Accounting Subjects and Their Importance 


Accounting subjects are the classification into categories and the naming 
of each category of different economic contents of an enterprise's obli- 
gated funds and sources of funds in accordance with the demands of economic 
management and accounting (in actual work, they are sometimes called 
accounts, but in this article we will render them as accounting subjects). 
For instance, such items as machinery facilities, transportation instru- 
ments and workshops of an enterprise have large unit values and long years 
of use. They belong to primary labor materials and are the obligated form 
of fixed assets. According to their characteristic and the special man- 
agement conducted on them, we can put them under one category, calling 
them “fixed assets.” Or for instance, the fixed assets and fluid capital 
which the state allocates to an enterprise are state investments, so they 
can be put under the category called "state fund." Again, for instance, 
the various items of consumption which take place when an enterprise manu- 
factures a product are all production expenses, and can be put under the 
category called "production expenses." "Fixed assets," “state fund" and 








production expenses” are three accounting subjects, each reflecting one 
aspect of accouncing. Similarly, for other items of obligated funds, 
sources of funds, expenses, costs, incomes and fruits that directly reflect 
the course of management of an enterprise need to be put into accounting 
subjects separately according to different economic contents. 





The accounting subjects used by industrial enterprises in accounting can, 
in accordance with the extent of thoroughness or simplicity of economic 
contents which they reflect, be divided into general ledger subjects or 
clear and detail subjects. The above-mentioned subjects such as "fixed 
assets," “state fund" and “production expenses" are general ledger subjects. 
General ledger subjects are the general classifications of the obligated 
funds and sources of funds of an enterprise according to different economic 
contents, and can reflect the general situation of the changes in an enter- 
prise's funds. In actual work, in order to strengthen management, we not 
only neec general materials but we also need sme detail materials. In 
this respect, it is not enough to set up generil ledger subjects only, but 
it is necessary to set up clear and detail subjects too. For instance, 

the subject of "state fund" can only supply th: general materials on the 
production funds which the state allocates to ‘he enterprise, but cannot 
supply the clear and detail materials of each -ategory of the state fund 
used for different purposes. Thus, we need to further set up, under the 
general ledger subject of "state fund," two cl:ar and detail subjects of 
"fixed asset" and "fluid capital," which can sparately reflect the detail 
situation of the fixed asset and fluid capital which the state allocates 

to the enterprise. Generally speaking, a gene-al ledger subject can, 
according to the needs of management, set up s:veral clear and detail sub- 
jects. Only individual subjects, such as the wbject of "cash," do not 
need to set up clear and detail subjects. 


Having general ledger subjects and aiso clear and detail subjects, we can 
in our daily accounting separately record the numerous and complicated 
economic undertakings, reflect in a concentrated manner the economic activ- 
ities inside an enterprise and supply all kinds of materials necessary for 
management and administration. We can envisage what it will be Like if we 
do not set up accounting subjects and if we record altogether, without 
classification, the economic undertakings that take place daily. Then, 
not only will we be unable to understand the economic activities inside 

an enterprise, we will not be able to supply the accounting materials 
necessary for enterprise management. We can see that it is extremely im 
portant to set up accounting subjects correctly ar’ strictly implement 

and unify accounting subjects. 


Il. The Accounting Subjects of Existing State-run Industrial Enterprises 
and the Principle Behind Their Set-up 


In our country, there are many, many enterprises. In order to enable the 


accounting materials supplied by the basic-level enterprises to run along 
tne same lines, so as to make them convenient for collection, analysis 
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and application within a definite sphere of the national economy and at the 
same time satisfy the needs of enterprise management, the Ministry of 
Finance has stipulated and unified trial accounting subjects for state-run 
industrial enterprises, which are listed as follows: 


The category of obligated funds 


fixed assets 
raw materials 
en route raw materials 
raw materials entrusted for processing 
wages 
production expenses 
expenses awaiting to be divided 
finished products 
commodities dispatched 
. cash 
. bank savings 
. money that should be received from sales of goods 
. other money that should be received 
. balanced profits 
. exclusive fund for savings 
. exclusive fund for goods and materials 
. exclusive fund for engineering expenses 
. property losses to be handled 
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The category of sources of funds 


19. state fund 

20. depreciation fund 

21. depreciation 

22. bank loans 

23. money that should be paid for purchasing goods 
24. other money that should be paid 

25. expenses drawn in advance 

26. sales 

27. profits 

28. exclusive fund 

29. calculated profits of properties to be handled 


The accounting subjects are not set up haphazardly, but are set up on the 
basis of definite principles: 


l. They should be able to satisfy the needs of financial management. The 
accounting materials supplied by bookkeeping should be able to suit and 
satisfy the needs of the enterprise in financial management. And, in order 
to supply the materials needed by the enterprise in financial management, 
we must set up accounting subjects that correspond to the contents of the 
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enterprise's economic activities. For instance, in order to reflect the 
various funds that have exclusive use and to implement the rule of using 
the funds according to their channels, we have set up such subjects as 
“exclusive fund for goods and materials,” “exclusive fund for savings” 

and “exclusive fund." Also, for instance, in order to examine the condi- 
tion of how an enterprise fulfills its plan of turning profits over to the 
State, we have set up a subject on “profits™ so as to reflect the total 
amount of profits realized by the enterprise. At the same time, we have 
also set up a subject called “balanced profits" which exclusively reflects 
the profits which have been paid to the state treasury, so that, through 
comparing these two subjects, we can understand whether the enterprise has 
turned over too much or too little profit, thus providing the quota for 
assessing the situation of the fulfillment of the plan to turn over profits 
to the state. 


2. They should be able to reflect in an all-around manner the situation 
of the changes in the funds of an enterprise. In bookkeeping, the numer- 
ous and complicated economic undertakings that occur in an enterprise are 
entered separately in the account books according to the accounting sub- 
jects. Thus, in setting up accounting subjects, we should take the 
economic undertakings that occur in an enterprise as the basis so that the 
accounting subjects can reflect the entire outlook of the changes in the 
funds of an enterprise. For this, we have set up accounting subjects that 
reflect the increases, decreases and changes of an enterprise's obligated 
funds and sources of funds, such as "fixed assets," “raw materials," 
"finished products," “bank savings," “state fund" and "exclusive fund." 
We have set up accounting subjects that reflect the various expenses and 
the formation of finished products, such as “production expenses." Also, 
we have set up accounting subjects that reflect the realization of the 
sales and returns of products and the gains and distribution of the fruits 
of financial affairs, such as "sales," "profits" and “balanced profits." 


3. They should meet the demands of the method of bookkeeping ind the needs 
of drawing up accounting charts. Different methods of bookkeeping will 

have special demands on the setting up of accounting subjects. For instance, 
if we adopt the addition-subtraction method of bookkeeping, we will have to 
divide the accounting subjects fixedly into two major categories of obli- 
gated funds and sources of funds, and we cannot set up subjects having the 
dual nature of obligated funds and sources. 


The materials collected from the accounting subjects form the basis for 
drawing up accounting charts. Thus, in setting uj -he accounting subjects, 
we should consider what is convenient for drawing up the charts, so that 

we can obtain directly from the accounting subjects the data needed in the 
charts. 


The Ministry of Finance has stipulated the unified trial-implementation of 


accounting subjects by state-run industrial enterprises, and has defined 
the accounting contents of all general ledger subjects. It has also 


2? 











defined the principle for setting up important clear and detail subjects 
and other clear and detail subjects, and has asked that all basic-level 
enterprises should strictly abide by the principle. At the same time, it 
has also permitted the financial departments of various provinces, munici- 
palities and autonomous regions and the departments in charge of the 
Central enterprises to make appropriate simplifications, combinations and 
supplements in the light of their own actual situations. 


Ill. The Structural Characteristics of Accounting Subjects and Their Uses 


After setting up accounting subjects, we must correctly make use of then. 
In order to correctly make use of accounting subjects, we must familiarize 
ourselves with and grasp the headings, the accounting contents and the 
structural characteristics of every accounting subject unified and stipu- 
lated by the Ministry of Finance or the higher-level organs, thoroughly 
understand the relationships among the accounting subjects, and learn how 
to make use of them. 


The bookkeeping methods presently used by our country's state-run indus- 
trial enterprises are the addition-subtraction method of bookkeeping and 
the debit-credit method of bookkeeping. Different methods of bookkeeping 
demand different structures of accounting subjects. To economize space, 
this article will only cite the addition~-subtraction method of bookkeeping 
as an example to explain in separate categories the accounting contents 
and structural characteristics of the accounting subjects which are stipu- 
lated by the Ministry of Finance for trial-implementation in the state-run 
industrial erterprises. 


According to their uses and structure, the accounting subjects of the state- 
run industrial enterprises can be divided into the subject of inventory, 

the subject of funds, the subject of accounts settling, the subject await- 
ing to be handled, the subject of readjustment, the subject of cost calcu- 
lation, the subject of assembling and distribution, the subject of drawing 
by installment beyond one period, the subject of price calculation and 
comparison and the subject of financial fruits. The following are explan- 
ations on every subject separately: 


1. The subject of the category of inventory is an accounting subject used 
in calculating the various properties, goods and materials and currency 
funds that can be inventoried on the spot. Belonging to the subject of 
inventory are such accounting subjects as "fixed assets," “raw materials,” 
"finished products,” "cash," “bank savings,” "exclusive fund for goods 
and materials" and “exclusive fund for savings." In order to urge the 
enterprises on to strengthen the management over properties, goods and 
materials, the clear and detail subjects of the subject of inventory should 
supply two kinds of quota--currency and material object, so as to make 
checking more convenient. Structurally, the common features of the sub- 
ject are: The addition side records the increase in quantity of all kinds of 








properties, goods and materials and currency funds; the subtraction side 
records the decrease in quantity of all kinds of properties, goods and 
materials and currency funds; aod the addition side reflects the actual 
amount of all kinds of properties, goods and matertals and currency funds. 
if the surplus amount (red-letter surplus amount) appears in the subtrac- 
tion side, then it means that problems have occurred in the accounting of 
income and outgo of properties, goods and materials and currency funds. 
We should then check the problems and correct then. 


2. The subjects under the category of funds are accounting subjects used 
in calculating all kinds of funds and appropriations. Belonging to the 
category of funds are such accounting subjects as “state fund" and “exclu- 
sive fund." Structurally, the common features of subjects under this 
category are: The addition side records the increase in quantity of funds 
and appropriations; the subtraction side records the decrease in quantity 
of funds and appropriations; and the surplus amount of the addition side 
reflects the actual amount of funds and appropriations. 


3. The subjects under the category of accounts settling are accounting 
subjects used in calculating all kinds of money that should be received, 
that should be paid, that are temporarily received and that are temporar- 
ily paid. The typical subjects of accounts settling are such accounting 
subjects as “money that should be received from sales of goods," “other 
money that should be received," “bank loans,” “money that should be paid 
for purchasing goods" and “other money that should be paid." Among them, 
“money that should be received from sales of goods" and “other money that 
should be received" are used in calculating all kinds of money that should 
be received or that are temporarily paid. Structurally, their common 
feateres are: The addition side records the increase in quantity of money 
that should be received or that is temporarily paid; the subtraction side 
records the decrease in quantity of money that should be received or that 
is temporarily paid, and the surplus amount of the addition side reflects 
the actual amount of money that should be received or that is temporarily 
paid. “Bank loans,” “money that should be paid for purchasing goods” and 
“other money that should be paid" are used in calculating all kinds of 
money that should be paid or that are temporarily received. Structurally, 
their common features are: The addition side records the increase in 
quantity of the money that should be paid or that is temporarily received; 
the subtraction side records the decrease in quantity of the money that 
should be paid or that is temporarily received; and the surplus amount of 
the addition side reflects the actual amount of money that should be paid 
or that is temporarily received. 


The subjects of account settling under the category of obligated funds also 
should include accounts with the characteristics of the subjects of inven- 
tory, such as "en route raw materials" and “commodities dispatched.” The 
subject of “en route raw materials” is used in calculating all kinds of 

en route raw materials which the enterprise has paid for in advance but 
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which it has not examined and stocked. The subject of “commodities dis- 
patched,” on the other hand, is used in calculating the commodities, 
products and raw materials dispatched to be sold by the enterprise through 
the forms o: cash on delivery and payment for packing and transportation 

in advance by the enterprise for the purchasing units. We say that they 
embrace the characteristics of subjects of inventory because the en route 
raw materials and the commodities dispatched reflected by them are actually 
property and goods and are not funds on account. Thus, in organizing the 
clear and detail accounting of these two subjects, we cannot have only 
currency quota like the typical subjects of accounts settling, but should 
have material object quota like the subjects of inventory. However, these 
two subjects are after all subjects of accounts settling primarily because, 
in respect to their use and structure, the raw materials and products which 
they calculate are indeed in the process of account settling and cannot be 
equated with raw m---ials and products in stock. Furthermore, the subject 
of “commodities dis. .tched" even calculates the payment for transportation 
and miscellaneous expenses in advance, which belong to the money that 
should be received, and the clear and detail accounting of en route raw 
materials is carried out not according to the varieties of en route rav 
materials but according to the supplying units and the purchasing personnel. 


“Raw materials entrusted for processing" is also a special subject of 
accounts settling under the category of obligated funds. It is mainly used 
in reflecting the settling of expenses in processing the raw materials and 
in the back-and-forth transportation as well as miscellaneous expenses of 
the enterprise and the processing unit. But its addition side ,iays the 
role of collvcting the cost of the processed new raw material. Thus, it 
also embraces the nature of the subject of cost calculation. 


4. The subjects under the category of items awaiting to be handled are 
accounting subjects used in calculating the calculated profits and calcu- 
lated deficits of properties, goods and materials and the controversial 
accounts. Belonging to the category of items awaiting to be handled are 
such subjects as “calculated profits of properties to be handled” and 
“calculated deficits of properties to be handled." Structurally, the 
common features of the subjects under the category are: The addition side 
records the calculated profits and deficits of properties or the contro- 
versial accounts which have occurred, have been reported and are awaiting 
to be handled; the subtraction side records the calculated profits and 
deficits of properties or the controversial accounts which have been 
ratified for treatment; and the surplus amount of the addition side re- 
flects the calculated profits and deficits of properties and controversial 
accounts that are waiting to be handled. 


5. Subjects under the category of readjustment are accounting subjects 
used in readjusting (cancelling or supplementing) the book figures of con- 
cerned subjects so as to completely reflect the increase, decrease and 
change of certain types of obligated funds or sources of funds. Subjects 
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of readjustment are subordinate subjects ani cact-ot exist independently 
apart from the subjects to be readjusted. Beicng’-g to the category of 
readjustment are subordinate subjects and cannot exist independently apart 
from the subjects to be readjusted. Belonging to the category of read- 
justment are such accounting subjects as “depreciation” and “balanced 
profits.” “Depreciation” is set up for the purpose of balancing the sub- 
ject of fixed assets in order to obtain the estimation of the original 
value or net value of concerned fixed assets. Having the subject of 
“depreciation,” the depreciated value of fixed assets will not be directly 
recorded in the subtraction side of the subject of “fixed assets" but will 
be recorded in the addition side of the subject of “depreciation.” In 
this way, not only can we retain the original value of the fixed assets 





in the suv ect of “fixed assets" so that we can compare the two subjects 
whenever essary, but we can also find out the net value of the fixed 
assets. ‘he subject of “profits” so as to completely reflect the profits 


obtained (or losses incurred) by an enterprise and the profits (or com- 
pensated deficits) balanced (paid off) to the state treasury. Having the 
subject of “balanced profits,” the balanced (paid off) profits stipulated 
by the enterprise will, before the state undertakes to ratify and reverse 
them, not be directly recorded in the subtraction side in the subject of 
“profits, but will be recorded in the addition side in the subject of 
“balanced profits” (the compensated deficits according to the regulation 
will be recorded in the subtraction side).  °: this way, we not only can 
reflect in the subject of “profits” the totai amount of profits created 
by the enterprise for the state (or the total amount of deficits incurred) 
and compare these two subjects whenever necessary, but we can also find 
out whether or not the enterprise is punctual in turning over the profits 
and whether or not it has turned over the full amount (and whether or not 
the state has fully compensated the deficits). We can see, in terms of 
the economic contents reflected, that the subjects of readjustment which 
play the role of balancing form a part of the subjects to be readjusted. 
The addition-subtraction method of bookkeeping asks that accounting sub- 
jects be fixedly categorized. Since the nature of the readjusted subjects 
has already been fixed, the readjustment subjects which play the role of 
balancing can only be included in a category that is opposite that of the 
readjusted subjects; for instance, if the subject of “depreciation” is 
included in the category of sources of funds, then the subject of “balanced 
profits” will be included in the category of obligated funds. 


6. The subjects under the category of cost calculation are accounting 
subjects used in collecting all the expenses in an enterprise's course of 
management and engineering project and in directly fixing its cost. Be- 
longing to the subjects of cost calculation are su... accounting subjects 
as “production expenses” and “exclusive fund for engineering expenses." 
Structurally, the common features of subjects under this category are: 
"The addition side records the entire expenses counted in the cost and the 
subtraction side records the actual cost of the finished product or engin- 
eering projects using the exclusive fund. When there are products in the 
making and unfinished engineering projects using the exclusive fund, they 
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form a surplus on the addition side, which reflects the actual cost of the 
unfinished product or the unfinished engineering project using the exclu- 
sive tund. 


7. Subjects under the category of assembling and distribution are used in 
assembling and distributing certain expenses occuzring at a certain stage 
in the course of an enterprise's management, and in providing materials for 
examining the situation of implementing these expense plans. The typical 
subjects of assembling and distribution are clear and detail subjects such 
as “workshop outlay” and “enterprise management outlay” under the subject 
of “production expenses” and the subject of “wages.” Structurally, the 
common features of subjects under this category are: The addition side 
cocords the cropped up figure of expenses and the subtraction side records 
the distribution figure of expenses. The sum total of expenses on the 
addition side will have to be distributed entirely over the subtraction 
side, so there are no surpluses at the end of the term. 


8. Subjects under the category of drawing by installment beyond one period 
are «sed in calculating different types of expenses shouldered together by 
seve.al linked up periods. Belonging to the subjects of drawing by irstall- 
ment beyond one period are such subjects as “expenses awaiting to be divid- 
ed" is used in calculating concerned expenses (such as subsidy for winter 
coal) of an enterprise which have already been paid for or have already 
cropped up but are to be shouldered by the cost of product in the payment 
period as well as the periods to follow. The structural characteristics 

of “expenses awaiting to be divided" are: The addition side records the 
cropped-up figure of the expenses; the subtraction side records the divided 
figure of the expenses; and the surplus amount of the addition side reflects 
the amount of expenses which has already cropped up but which has not been 
divided and shovld be shouldered by the cost of the periods to follow. The 
subject of “expenses drawn in advance” is used in calculating the concerned 
expenses (such as loan interests) which an enterprise has drawn in advance 
and which has been calculated into the cost of product of that period and 
the periods to follow but which has not been paid. The structural charac- 
teristics of the subject of “expenses drawn in advance” are: The addition 
side records the expenses drawn; the subtraction side records the expenses 
paid; and the surplus amount of the addition side reflects the expens¢s 
which have been drawn in advance but which have not been paid. 


9. Subjects under the category of pricr calculation and comparison, also 
called subjects of fruits of undertakings, use two different price calcu- 
lations to carry out comparison of the undertakings of an enterprise in 
order to ascertain the fruits of these undertakings. The subject of 
“sales” is a subject of price calculation and comparison and is used in 
calculating the sales income, sales cost, sales tax and sales profit (or 
deficit) that occur in an enterprise's sale of a product. Decided by the 
content of accounting, the structural characteristics of this subject are: 
The addition and the subtraction sides adopt two different price calcula- 
tions of equal quantity. The addition side records the sales income of 
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the sales of a definite quantity of products calculated from the sales 
price; the subtraction side records the cost and sales tax of the sales 
of a definite amount of products calculated from cost; then, by comparing 
the two sides, the fruits of the sales can be ascertained. The differen- 
tial in the amount of sales income over the sales cost and sales tax is 
the sales profit; in contrast, the differential in the amount of si ‘es 
income under the sales cost and sales tax is the sales deficit. After 
ascertaining the fruits, we should transfer the sales profit or the sales 
deficit over to the subject of financial fruits. Thus, there are no sur- 
pluses at the end of the term for the subject of “sales.” 


10. Subjects under the category of financial fruits are subjects used in 
ascertaining the total amount of profit or the total amount of deficit of 
an enterprise and in reflecting the final fruits of all the management 
activities of an enterprise. There is only one subject of financial fruits, 
and that is the subject of “profits.” The structural characteristics of 
this subject are: The addition side records all items of income (including 
sales profit and other incomes outside business); and the subtraction side 
records all items of expenditure (including sales deficit and expenditure 
outside business). Then, comparing income and expenditure, we can ascer- 
tain the financial fruits. The differential showing the various items of 
income over the various items of expenditure (that is, surplus amount on 
the addition side) is the total profit; in contrast, the differential show- 
ing the various items of income below the various items of expenditure 
(that is, surplus amount on the subtraction side) is the total deficit. 


So much for the subjects of accounting. In sum, the setting up and use of 
accounting subjects is an extremely important issue. Comrades who are 
doing accounting work must strictly implement and correctly use the account- 
ing subjects unified and stipulated so that they can smoothly fulfill their 
task of accounting. 
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GENERAL ECONOMIC INFORMATION 


ASPECTS OF ZHEJIANG INDUSTRIAL PRODUCTION DISCUSSED 


Beijing GONGREN RIBAO in Chinese 7 Sep 79 p 1 





[Article: “Implementation of Adjustment Policy Must Use Existing Foundations 
and Develop Local Specialties"--answers of Comrade Tie Ying [6993 3841), first 
secretary of the Zhejiang Communist Party Committee, to GONCREN RIBAO 
reporter's questions 


[Text] The industrial production of Zhejiang Province 
in the first 7 months of 1979 increased 14.2 percent 
as compared with che corresponding period of 1978, 
surpassing the average national industrial growth rate. 
The increase in August was even higher, especially the 
increase of its light textile industry. In view of 
this pleasant situation, this reporter went to ask 
Comrade Tie Ying, first secretary of the Zhejiang 
Communist Party Committee, how he implemented the “eight 
character" policy for adjusting the people's economy 
and increasing production for his province. 


Comrade Tie Ying recalled Zhejiang'’s industrial production situation this 
year and stressed that in implementing the “eight character" policy, one 
must set his eyes on developing the special characteristics of his province 
during the economic adjustment. He said: “What are the special character- 
istics of Zhejiang province? I think that it has at least three evident 
special characteristics. One, it has a good agricultural foundation. Its 
food grain output per unit area is high. It has a high potential for 
developing a diversified economy to provide a large variety of raw materials 
in large quantities. Second, its textile and handicraft industries have a 
good foundation. Its silk industry has an especially important position 
in the country. Zhejiang also has a number of traditionally famous brand 
products, Third, the province has a large labor force. In order to adjust 
the economy of our province, we should consider these three special charac- 
teristics.” 








While talking about where to start in ac‘usting industry, Comrade Tie Ying 
stressed that the province must stand on its existing foundation, uproot 
potentials, innovate, and adopt measures suitable to local conditions in 
developing small and specialized industries. He said: “There is current 
thinking which holds that all Four Modernizations projects must be big 

and Western style, and stights all small and native style projects. This 
kind of thinking 1. one-sided. In our opinion, it is entirely necessary 

to introduce some advanced foreign technology and equipment and build some 
modern factories to expedite the Four Modernizations. Sut at the same tiae, 
we should consider that our economic foundation is still weak, and that a 
large number of workers are awaiting employment. According to this situa- 
tion, as far as Zhejiang province is concerned, while we should fully develop 
the capacity of the province's 21,000 existing enterprises, we should also 
develop some small and specialized enterprises suitable to various local- 
ities.” Continuing, Comrade Tie Ying analyzed the situation of the existing 
enterprises. He pointed owt: “Because of the short supply of fuel, power, 
and raw materials, and because of some reasons in our work, the productivity 
of many enterprises was not fully developed. After some technological iaprove- 
ment or reorganization according to the principle of cooperation among 
specialized enterprises, the output of some enterprises increased immensely. 
For example, after adding four machines and an investment of 270,000 yuan, 
the Jiaxing Woolen Textile Plant increased its velvet yarn output from 360 
tons to 400 tons a year. The output value was increased by 10 million yuan, 
While the total of tax paid and profit earned amounted to 3.6 sillion yuan. 
From this we can see that if we adjust, improve end fully utilize the 
existing enterprises, we can see quick results with less investment (about 
one-third of investment needed for building new enterprises)." He said: 
“From now on, it is unnecessary to build new plants if the problem can be 
resolved by improving or uprooting the potentials of old plants.” 





Comrade Tie Ying also pointed owt that we should not look down upon small 
factories and old equipment. He said: “Small plants can undertake big 
jobs. Superior quality products can also be produced by old equipment. 
In Zhejiang province, we have mainly small plants. Take fertilizer, for 
example. Two-thirds of the fertilizer produced in this province is from 
small plants. The situation is the same with cement.” Recalling the way 
Japan developed its postwar industry by starting with small factories, 
Comrade Tie Ying thought that Japan's experience should throw some light 
on our problem. He said: “In running small factories, it is convenient 
to obtain raw materials and sell their products locally. Small factories 
are also easy to build and manage. The small factories we are talking 
about are not, of course, small and comprehensive ‘wt small and specialized, 
like those in Japan.” 


Comrade Tie Ying specially stressed that industrial adjustment should be 
started with a practical approach, with measures suitable to local 
conditions, and with rational arrangements. He added that all areas in 
his province are developing their special trades and products. 


At last, Comrade Tie Ying stressed self-reliance, and doing sore work 


with less money. He again emphasized the problem of exploring the poten- 
tials of the existing enterprises. 








CAPITAL CONSTRUCTION 


CAPITAL CONSTRUCTION INVESTMENT DISCUSSED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 7, 20 Jul 79 
pp 20-22 


[Article by Wang Furang [3769 4395 4492]: "Several Questions on Capital 
Construction Loans" ] 


[Text] At present, the focus of the work of the entire party is being 
shifted onto the modernized socialist construction. In economic work, we 
should gradually act in accordance with the objective economic laws. In 
capital construction, many comrades advocate changing the capital construc- 
tion investment appropriations into loans in order to raise the effects 

of investment. Now I would like to express my own superficial viewpoints 
on this issue for the purpose of discussion with my comrades. 


1. Why Should We Change Capital Construction Appropriations Into Loans? 


A prominent problem in capital construction at present is that the invest- 
ment results are not high. Some comrades feel that: The major reason why 
investment results are not high lies in the malpractice in the appropria- 
tion system. They hold that: Tic appropriation system is entirely a 
method of “supplies,” which will result in such problems as scrambling for 
investment, scrambling for projects, lengthening the battlefront, “eating 
in the canteen the same as everyone else" and failing to discuss the in- 
vestment results. Thus, as long as we change appropriations into loans, 
all problems will be readily solved. Some other comrades, however, oppose 
such a viewpoint. They believe that the problems of low investment results 
are not related to the appropriation system. Thus, they are skeptical 
toward changing appropriations into loans. I think that both these views 
are onesided. We must analyze in an all-around manner the problems of 

low investment results as well as the good and weak points about th appro- 
priation system. 


Since the founding of the nation, our country has all along adopted the 
appropriation system in capital construction investments. Through super- 
vision hy the construction banks in handling appropriations, the work of 





appropriations has played an active role of enhancing the development of 
the national economy, and its achievements should not be denied. What 
merits our attention is: The Investment results differ widely in differ- 
ont periods. In the First Five-Year +.an and in the period of implement- 
ing the policy of “readjustment, consolidation, replenishment and promo- 
tion,” the investment results were relatively high. But in the Second 
Five-Year Plan and in particular in the decade in which Lin Biao and the 
“gang of four" were running rampant, the investment results dropped con- 
spicuously. Till today, problems such as a long capital construction 
front and low investment results have not yet been solved properly. 


1 personally feel that: The major reason that the capital construction 
investment results are not high lies in the interference and sabotage by 
Lin Biao and the “gang of four" and in shortcominogs and mistakes in our 
work. These are mainly manifested in the following: (1) We have failed 
to properly carry out overall balance, have complied with the wish of the 
officer, have confused our projects, have arranged things haphazardly and 
have arranged plans that exceed our capacities of manpower, material power 
and financial power. All this has violated the principle of concentrating 
forces on fighting a battle of annihilation and has brought about a long 
battlefront and poor results. (2) The capital construction procedures 
have suffered serious sabotages. Many units have violated the demands of 
objective Laws and followed the erroneous methods of “three sides.” Often, 
before fixing the product formula, clarifying the resources, completing 
the prospecting and completing the designing, they would launch a project 
hastily, which resulted in problems such as wastes in having to redo a 
large amount of construction projects or abnormal production after the 
project's completion. (3) Economic accounting has not been discussed. 
Many engineering projects have not had a general estimate or any estimate, 
and even if they have had one, it has not been able to play the role of 
control. Both construction units and engineering units have not shouldered 
economic responsibilities. What resulted was the so-called "eating in the 
canteen the same as everyone else” and the continuous rise of engineering 
costs. 


From this, we can see that there are many reasons why capital construction 
investment results are low, the main reason being the interference and 
sabotage of Lin Biao and the “gang of four.” But these problems are not 
totally unrelated to the appropriation system. Practice proves that the 
existing appropriation system is unfavorable to mobilizing the enthusiasm 
of the construction units in consciously making proper arrangements in 
investments and in using these investments economi ‘ly. Many construc- 
tion units hold that: Since the state is giving out money for construc~- 
tion purposes, if they “do not get it they are throwing the chance away.” 
Often, without discreetly considering problems such as whether or not a 
project should be constructed and how large the construction should be and 
whether or not there will be economic results, they would blindly submit 
extravagant construction applications. Therefore, to a certain extent, 
they have encouraged such phenomena as scrambling for projects, scrambling 








for investments, lengthening the battlefront, ignoring economic accounting 
and failing to pay attention to use construction investments economically. 
So, it is entirely necessary to carry out suitable reforms in the existing 
appropriation system and gradually carry out the method of capital con- 
struction loans. This can be effective in the following aspects: 


First, this can reduce the scramble for projects and the scramble for invest- 
ments. This is because, if the money is borrowed, then, before they propose 
their construction projects and apply for loans, the enterprises and depart- 
ments in charge will have to discreetly consider such problems as whether 

or not they should construct this project, whether or not there will be 
economic results and what amount of loans they need. In this way, they 

will be able to practically and realistically submit construction applica- 
tions, reduce the blindness in scrambling for projects and scrambling for 
investments, make the situation favorable to carrying out overall balance 
properly and shorten the capital construction front. 


Secondly, this will urge the construction units on to carry out construc- 
tion in a greater, faster, better and more economical way. Because loans 
have to be returned at a fixed date, and also with interest, then, the 
construction units have to act according to the capital construction pro- 
cedures, prevent the wastes in re-doing a job, try their best to economize 
investments, speed up construction and promote early completion of the 
project and plunge it into operation. 


Thirdly, this will urge the enterprise on to improve management and admin- 
istration. Because the enterprises rely mainly on profit allowance to 
return the loans and also because they will be awarded for early payoff 

and penalized for late payoff, the enterprises are therefore urged to 
actively improve their management and administration after they have plunged 
their engineering projects into operation, lower costs and increase profits, 
so as to pay off the loans on or ahead of schedule. 


However, the changing of capital construction investment appropriations 
into loans must be carried out in integration with the reform of certain 
financial systems of organizati a, such as the implementation of the system 
of profit allowance in an enterprise, so that loaas will be linked up with 
the enterprise's economic gains and that a strict loans and loans-return 
system will be set up. Or else, the aim will not be attained as scheduled. 
Based on previous conditions of the failure to attain ideally effective 
results in small investment loans offered by the construction banks on a 
small scale and of the inability of some to return loans in time, some 
comrades doubt the role of capital construction loans. I feel that, the 
reason that in the past the small amount of loans was not effective and 

the repayment was not punctual is because the examination before a loan 

was granted was not strict and because the enterprise did not implement 

the system of profit allowance. We should sum up our previous experiences, 





do a good job of the reform of the system of organizations and the con- 
struction of systems and bring into play the active role of capital con- 
struction loans. 


Should we change all capital construction appropriations into loans? We 
do not feel that is possible. This is because to make a loan, we have to 
have a source of repayment. So, we can only implement the method of loans 
in profit-making production enterprises. We cannot implement loans in all 
other administrative and business units as well as national defense, water 
conservancy and highway engineering projects that do not have incomes. 
There may be difficulties in implementing loans in enterprises that have 

a long construction period and low profit rate. Thus, from now on, in 
capital construction investments, we will adopt both the form of appropria- 
tions and the form of loans. While actively trial-implementing and popu- 
lariz ng loans, we must further improve and strengthen appropriation work. 
For instance, we must further study the implementation of budgeting esti- 
mate and payment partly in kind and partly in cash in the construction 
units, study the fixing of the period of recovering the investment and the 
amount to be recovered annually for the enterprises, as well as study the 
formulation of some rewards and penalties system. 


ll. Capital Construction Loans Should Take the State Plan as Their Basis 


Capital construction loans cannot be divorced from the state economic plan 
and allow the banks themselves to fix the construction projects. Capital 
construction is an important component part in the national economy, and 
needs a large amount of capital, goods and materials and labor. It must 

be unified and balanced through the state plan. Otherwise it cannot enable 
the national economy to develop in a planned and proportionate manner. 

Fer this: 


First, we must have a comparatively stable long-term capital construction 
plan to be used as the major premise on which to arrange capital cc nstruc- 
tion projects and give capital construction loans. Otherwise, to launch 
something this year and call it off next year will not be favorable to the 
arrangement of capital construction loans. 


Secondly, the construction projects that make use of the loans should still 
draw up their plans and tasks, carry out initial designs, clarify the geo- 
logical conditions and conditions of resources, fix the construct‘on scale, 
the production techniques and supply-production-sale formulae anu ascertain 
the construction acreage as well as facilities, r materials and engineer- 
ing force. After the plans and tasks and the initial designs have been 
ratified, then they can request the planning departments to include them in 
the capital construction plan. After examining the construction projects 
which have been included in the year's capital construction plan and have 
made sure that they have had guarantee for their production and conditions, 








that they have ascertained their construction conditions and that they have 
the ability to repay the loans in the future, then the construction banks 
can sign contracts and issue loans accordingly. 


Thirdly, toward construction projects that go beycnd 1 year, we should adopt 
the method of assessing the loans once and carrying out payment and repay- 
ment in separate years. After a construction project has been included in 
the year's plan and has begun its construction on loans, then, it is neces- 
sary to act in accordance with the demands of the loans contract, and to 
include the project in the capital construction plan in the fiscal years to 
come; it is necessary to make corresponding arrangements in raw materials, 
goods and materials and engineering force and to leave nothing undone, so 

as to guarantee continuous construction and completion of the project and 
its going into operation on or ahead of schedule. 


Fourthly, in order to further bring into play the flexible role of loans, 
the construction banks can, within the realm of targets set forth in the 
State plan and on the basis of the enterprise's application and the guaran- 
tee of the departments in charge, fix projects and issue small capital 
construction loans for small-scale projects that have urgent ly-needed 
products, ascertained conditions, short terms of work, fast results, large 
profits and investments under 1 million yuan, particularly projects in 
tapping latent potentials of old factories. 


Fifthly, to guarantee the completion and plunge into operation of construc- 
tion projects without delay, we must do well the planning and supply of 
capital construction goods and materials. The organs in charge of capital 
construction goods and materials and organs that supply complete sets of 
equipment should, in accordance with that year's loan plan, allocate suf- 
ficient equipment and raw materials and organize supplies. The loaning 
units should, in accordance with actual needs, draw up plans for how to 
apply for raw materials, goods and materials and complete sets of equip- 
ment. After approval separately by organs in charge of capital construc- 
tion goods and materials and organs supplying complete sets of equipment, 
the supply units will sign contracts with the applying units and guarantee 
supply according to quality and quantity and on schedule. If they violate 
the contracts, they should pay for the economic losses. 


111. Implementing the Profit Allowance System Is the Necessary Condition 
for Running Capital Construction Loans Well 


The key to whether or not capital construction loans can play the role of 
urging the enterprises on to do a good job in capital construction, do a 
good job in production management and repay loans speedily lies in whether 
or not loans can link up with the economic gains of the enterprise. For 
this, we must implement the profit allowance system and also formulate a 
reasonable method of repayment of capital with interest. Generally speak- 
ing, the sources of funds from which an enterprise repays the capital 





construction loans come mainly from the enterprise's profits, in addition 
to the depreciation fund. If the enterprise still turns over all of its 
profits to the state as it does at present, if it still repays the loans 
by the method of drawing passively from the profits that should be turned 
over to the state and repays only what it realizes, then it merely changes 
"the term of receipt” into “the term of loan,” and cannot play the active 
role which loans should play. Thus, in order to expand the initiative of 
the enterprise, and create conditions for implementing capital construction 
loans, we must implement the profit allowance system. The departments in 
charge can check and ratify the proportion of allowance for the various 
trades and then make specific checks and ratifications for various enter- 
prises. The profits that are retained to be used by the enterprises can 
generally be divided into two parts: Funds tor developing production and 
funds for the welfare of the staffers and workers (including the fund for 
awards). The departments in charge can also concentrate a portion of the 
funds for developing production and make overall arrangements for its use. 
i personally feel that: Besides using it on rejuvenation and tapping of 
latent potentials, the enterprise's fund for developing production can 
also be used in reconstruction, expansion and other capital construction 
projects. Having a fund for developing production, the enterprise will 
have greater initiative in construction. When its fund for developing 
production becomes insufficient, it can also apply for capital construction 
loans. This way, the enterprise will alsc feel flexible and convenient in 
work. 


Toward the loaning enterprise, it is necessary to state in the contract the 
repayment deadline and the proportion of allowance for the repayment time 
period. This proportion should include the normal allowance portion and 
the increased portion according to the actual needs in repayment. After 
the term of the planned repayment is up, the increased portion will br 
canceled automatically. If the enterprise fails to pay off the loans by 
the deadline, then it will have to repay the loans from its regular profit 
allowance, and will have to pay with doubled interest. On the other hand, 
if it repays the loans before the deadline, then it can still retain the 
increased portion of profit allowance within the repayment time period. 
This way, we can motivate the enthusiasm of the enterprise in repaying 
loans ahead of schedule. 


After the enterprise has implemented profit allowance, the fund for develop- 
ing production (including the depreciation fund retained for use) of the 
departments in charge and enterprises should be deposited in the construc- 
tion bank. This is because: First, the enterprie should place itself 
under the supervision of the construction bank in using the fund for 
developing production to carry out capital construction; secondly, when 

the loaning enterprise cannot repay the capital construction loans in 

time, the construction bank can deduct from the savings and use the money 

as repayment; thirdly, this portion of the savings forms a part of the 
credit fund of the construction bank. 
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Since capital construction loans involv: the reform of concerned financial 
systems of organizations, and is particularly closely related to the imple- 
mentation of the profit -llowance systen, we must maintain an active atti- 
tude and sure step in ovr promulgation. This year, we can carry out trial 
spots with projects equipped with better conditions selected from light 
industrial, textile and tourist trades that involve shorter periods of 
construction and faster returns of investments. Also, we can best carry 
them out in integration with the reform of financial systems of organiza- 
tion, and then gradually popularize them on the basis of experiences which 
we have obtained. 


The construction bank has enjoyed a history of 25 years in running capital 
construction appropriations. While further running well the capital con- 
struction appropriations in the future, it should consider as its duty-bound 
and glorious task to gradually start capital construction loans. In the 

new long march, the construction bank will surely shoulder new heavy burdens, 
make new strides and render new contributions in realizing the general task 
of the new period. 
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FOREICN TRADE 


BRIEFS 


ANHUI “XPORT COMMODITIES PROCUREMENT--The end of September, the total value 
of Anhui Province’s export commodities procurement amounted to 420 million 
yuan, an increase of 17.5 percent compared with the same period last year, 
thus overfulfilling its 1979 plan by 0.5 percent. By the end of September, 
the province's direct exports to Hong Kong, Macao and Japan had increased 
by 160 percent as compared with the same period last vear. According to 
the province's plan, its total value of export commodities procurement in 
1979 should reach between °30 million and 550 million yuan. [Hefei Anhui 
Provincial Service in Mandarin 1100 GMT 12 Oct 79 HK] 


BELJING TRADE FAIR--The China Changcheng Industrial Company recently 
sponsored a trade fair in Beijing where products produced by military 
industrial enterprises for civilian use were sold. The items displayed 
covered five categories--instruments and meters, tools and materials, 
electric appliance components, electric machinery and equipment, and 
medical equipment and utensils. A total of 327 sample products were 
exhibited. [Beijing XINHUA Domestic Service in Chinese 1738 GMT 

29 Sep 79 OW] 


SHANGHAT FOREIGN EXCHANGE QUOTATIONS--To cope with the development of 
foreign trade and tourism, beginning 1 November, the Shanghai radio 
broadcasting station will broadcast foreign exchange rate quotations 
daily except Sundays and legal holidays at 0850 hours, Beijing time. 
on 990 khz frequency. [Shanghai City Service in Mandarin 0000 GMT 

27 Oct 79 OW) 


GUANG™ I MUNICIPALITY EXPORTS--The foreign trade departments in Beihai 
Municipality actively organized the export of light and textile products, 
From January to August 1979, the total amount of oducts purchased for 
export reached 5,119,000 yuan, an increase of 27 percent over the corres- 
ponding period of 1978, the light and textile products accounted for 

84 percent, an increase of 33 percent over the corresponding period of 
1978. The foreign trade departments in this municipality also have light 
and textile enterprises to protect their products. At present, the 
bamboo products are prevented from decaying and from insects. By the end 
of August, the quantity of export of bamboo products increased by 33 per- 
cent over the corresponding period of 1978. [Nanning Guangxi Regional 
Service in Mandarin 1130 GMT 11 Oct 79 HK] 
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CUANCDONG PETROLEUM EXPORTS--The Maoming Petroleum Industry Company pro- 
duced 500,000 tons of petroleum products for export from January to 
September. An increase of 94 percent over the corresponding period of 

last year, earning more foreign exchange for the state and more profits 

for the enterprise. By the end of September, the company has overful filled 
the plans of profits for the whole year put forward by the Ministry of 
Petroleum, procuring a profit of 150 million yuan. [Guangzhou Guangdong 
Provincial Service in Mandarin 1130 GMT 14 Oct 79 HK] 


JILIN EXPORTS--By the end of September, Jilin Province had completed 

90 percent of the annual procurement quota of export commodities, already 
overfulfilling the annual export plan by 13.1 percent. [SK050216 Changchun 
Jilin Provincial Service in Mandarin 1100 GMT 2 Now 79 SK] 


FUJIAN FREIGHTER TO HONG KONG--Fujian Province has formally started to run 
the Fuzhou-Hong Kong trade shipping route with Chinese freighters. The 
Fujian Provincial Shipping Company's first freighter for Hong Kong left 
Mawel port on 15 October after being loaded with export goods and materials. 
In the past, the province used foreign currency to hire foreign freighters 
to run the Fuzhou-Hong Kong shipping route. [Fuzhou Fujian Provincial 
Service in Mandarin 0300 GMT 21 Oct 79 HK] 


SHANCHAI EXPORTING QUOTAS--Shanghai, October 26--Shanghai has fulfilled 
its export quotas for this year some 70 days ahead of schedule, according 
to a spokesman from the municipality in charge of export buriness, Up to 
October 20, the port of Shanghai had earned 24,7 percent more in foreigi: 
exchange than in the same period last year, hitting an all-time high. 
According to municipal department statistics, the amount of cotton- 
polyesters, artificial cotton cloth, detergent, silks and satins, 

woolen goods, canned foods, chemicals, and medicines exported from 
Shanghai in the first nine months this yea) rose from 18 to 89 percent 
over the same period in 1978. Shanghai has turned out increasing amounts 
of manufactured goods geared to the international market, and over 90 new 
varieties and designs are selling well on the foreign market. [0W300525 
Beijing XINHUA in English 1213 GMT 26 Oct 79 OW] 
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